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Safeway Inc. is ont at the world's 
largest food retailers. The company 
operates approximately 1+OBQ stores 


i n I ho Western, Rocky Mountain, 
Southwestern and Mid-Atlantic 
regions of die United States and in 
western < .anada. In support of its 
stores, the company has an extensive 
network of distribution, manufactur¬ 
ing and food processing facilities. 
Safeway also holds a 35% interest in 
I’he Vo ns Companies, Inc- the largest 
supermarket chain in southern 
California, and a 49% interest in Casa 
Leys S.A. dc C.V., which operates 
food/variety, clothing and wholesale 
outlet stores in western Mexico. 
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Financial Highlights 



WeeJt, 

53 Weeks 

52 Wefiki 

ffjafinTi rn in rUitirti txaf\t pfr-jlicn? dMdiMtffJ 

1993 

1992 

1991 


For the year: 


Saks 

$15*214,5 

$15,151,9 

$15,119,2 

Gro&s profit 

4,131.1 

4,164.5 

4,105,6 

AppEeTrec charge 

- 

- 

L 15,0 

Operating profit 

441.5 , 

441,6 

433,3 

Net income 

123.3 

43.5 

54.9 

Net income per common share 
and common share equivalent (fully diluted) 

LOO 

0.37 

0.4S 

Capital expenditures 

290*2 

553.4 

635.0 

At year-end: 

Common shares outstanding (in mil linn a} 

1013 

9B.8 

97,7 

Retail square feet (in millions) 

39.4 

39,7 

33,9 

Number of stores 

E,078 

1,103 

UJ7 


Salas 

an ttiUiwa} 


Operating Cash Flow* 

r if Suits} 


Net lucerne 

■ f ft M UNtffif ) 



5,74% 


*123,3 
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► The value of Safeway common stock on the New York 
Stock Exchange at the close of trading In 1993 rose to 
$21.25 per share, a gain of 63.5% from year-end 1992. 


► Same-store saien improved ;n the fourth quarter of 
1992 and in every quarter of 1993 after declining In 
four of the previous five quarters. 


► Operating and administrative expenses, excluding a $54.9 
million charge for a voluntary employee buyout In our 
Alberta, Canada division, decreased to 23.9% of sales— 
the first decline in our expense ratio since 1989. 



► Ratification of a new labor contract In 
Alberta is expected to result In significant 
annual savings. 


ighlights 


a Restructuring the U.$. corporate 
administrative staff should 
reduce overhead by $15 million 
to S20 million per year. 


► Consolidating distribution and manufacturing facilities in 
California should save approximately $10 million annually. 


► Net income climbed to SI 23.3 million despite after-tax 
charges of $30.2 million for the buyout in Alberta and S8.7 
million for restructuring by Safe way's equity affiliate, Vans. 


► Working capital declined by S27G million due 
largely to improved inventory management. 

► Debt was reduced by $359 million. 


► Annual interest expense decreased 8-6% to $266 million. 


► The Safeway SELECT line of premium quality private-label products 
was Introduced and later expanded to more than 250 Items. 


► We presented a check for $6.7 million to the 
National Easter Seal Society, bringing Safa way’s 
total contributions since becoming a national 
sponsor in 1985 to more than $23 million. 
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L y 1 93 was a pi vat a', w \ i r I; > ■ S. i U ■ w. i y \ r i m it of i r n n m i fr in a n d res u rgtfnc e. If was . 11 si > 
u'.li of signirtcant progress* as evidenced by the highlights on the opposite page. 
These results are particularly gratifying because we achieved them in a difficult 
operating environment characteris'd h> sluggish economic growth and virtually no 
food price inflation. 

Nel income for the year was $ 123.3 million (Si.00 per shard compared in 
income before extraordinary items and the cumulative effect of accounting changes 
of $98.4 million ($0.83 per share) in 1992. Reported earnings were affected by three 
unusual items: 

* In the first half of 1993, severance paid tor a voluntary employee buyout in our 
Alberta Division reduced operating profit by $54.9 million and net income by 
>30,2 million ($%--* per share I. 

* In the fourth quarter of 1993, restructuring charges recorded by Vons reduced 
Safeway s equity in earnings of unconsolidated affiliates by $ ! ,7 iniilion and net 
i nc om e by $ 8.7 m i I lie rs Sul \7 p l r sh a re). 

* In Ehe fourth quarter of 1992, restructuring charges reduced operating profit by 
$22 J million and net income by $13.8 million ($0.12 per share). 

Total ^les in 1993 were $15.2 billion, essentially even with 1992 which was a 
53-week year. On same store basis, sales rose steadily throughout 1993, reaching 
3.2" v tor the fourth quarter. 

Operating and administrative expense declined from. 24.6% m 1992 to 24.3% 
in 1993. fc\i luding the unusual items described abus e, our expense margin would 
have improved from 24.4% in 1992 to 23.9% in : 9y3. 

Interest expense fell to $265.5 million from $290.4 million a year earlier due 
to a decline in short-term borrowings, lower short-term interest rates and the refi¬ 
nancing of high interest rate debt during 1992. We lowered short-term borrow¬ 
ings primarily through improved working capital management and reduced 
capital spending. 

Throughout 1993, our overriding objective was to serve our customers 
Hi better at lower cost. We believe our improving sales and expense trends 
are evidence that our efforts are paying off. As we strive to make further 
progress in executing this strategy in the months ahead, we hope to add 
greater value to your investment in 1994. 

In closing, 1 would like to acknowledge the contribution of nearly 


106,000 Safeway employees for their relentless pursuit of excellence in 
all ihey do. 
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Progress Report 


Food shoppers today are more value conseio 1 . s than ever, In response- to their chang¬ 
ing expectations, early last year we established three immediate p r ioi iiii s: reduce 
operating expenses; reinvest the savings back into the business to increase sales; and 
refocus our capital spending. Measured against these objectives, we made considerable 

progress in 1993. 


Operating and Administrative 
Expenses as a Percentage of Sales 



1989 


1990 


199 J 


1992 


1998 


Reduce Operating expenses 
Our first priority has been to funda¬ 
mentally lower the cost of doing 
business in our stores and support 
facilities without impairing customer 
service. To meet this challenge, we 


have concentrated on areas that are invisible to shoppers — procurement, distribu¬ 


tion, manufacturing and administration. 

We substantially reduced our expense structure during 1993. Excluding charges 
for the Alberta buyout last year and for restructuring in 1992, operating and admin¬ 


istrative expenses as a percentage of sales declined by 97 basis points in the fourth 
quarter of 1993 and by 50 basis points for the year. 



Em plover 


Involve 


■tv ttiamrag? iiwr 
emptoyec* to help find 
wijjt efficient vam to 
run lAr business* in onr 
flora, distrihitiimr ren¬ 
ter*, mamthit'funng 
plants und tutminhtra- 
th* offices* fr&ni-tiiu! 
ewpfcpm tier ernr inert 
soirnnf of idms for stm ■ 
plifynig wwifr pmctk^ 
reducing expenses and 
increasing productivity. 


Most of the savings in the initial phase of our cost-reduction program have come 

from four sources: 

Simplifying Work Methods Recognizing that the 
best ideas come from those on the front lines, we have 
asked our employees to help find more efficient ways 
to run the business. In our stores, for example, 
employees have identified numerous opportunities to 
eliminate unnecessary reports and procedures, 
increase productivity, and enhance customer service. 
Many of the suggestions implemented to date have 
resulted in significant cost savings and operating 
improvements. 








Streamlining operations At corporate headquarters md in each of mrr six 
division offices in the L.S-, we have streamlined key support functions and elimi¬ 
nated cerium positions to reduce administrative sialT. Cin'iespundin^ reductions foi 
lhe three Canadian division offices, announced in the latter pail pf 19^3, will be 
phased in during 1994, We anticipate annual savings of $15 million to $20 million 
at corporate headquarters alone nml approximately Sid million in izie Canadian 
offices. Elsewhere in the company, we have consolidated several distribution and 
manufacturing facilities in California and sold 15 stores in Virginia. 

Maintaining Labor Cost Parity The labor agreement approved by our employ¬ 
ees in Alberta, brought our expense structure in line with new operators in ihe region 
whose labor costs were substantially below ours. Major contracts signed in three other 
divisions during will help ensure Libor cost parity in those markets as well 
Improving Inventory Management With our updated management ill.to mu 
tion systems, our buyers have Oeen able n shorten order cycles b’. .is much as three 
days. We have substantially reduced merchandise inventories, particularly in suit 
warehouses. Largely as a result of the shorter order cycles and better management of 
our reserve stocks, our working capital needs were reduced by $275 million in 1993. 

Through these nml many other cost-saving initiatives, we are continuously 
seeking wavs to serve our customers better at lowe? cost. 
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Our first priority in 1993 was to reduce expenses 
without compromising customer service. 



By simplifying work methods, streamlining operations 
maintaining labor cost parity and improving 

inventory management, we are 


now serving our customers better at tower cost. 




During 1993 we reversed a three-year trend of 



declining same-store sales by 
reinvesting savings from our cost-reduction 

efforts into the business. 


Most of the savings are funding improved store standards, 
better service and, where appropriate, 

lower pricing. We are also placing greater emphasis on consumer 

research to help drive sales. 


Reinvest cost savings to drive sales Our second priority at the begin¬ 
ning of 1993 was to regain our sales momentum by reinvesting expense savings 
into the business- Most of the savings are funding improved store standards, better 
service and, where necessary, lower prices. 

The results have been encouraging. After gradually declining for three years 
and bottoming out in the third quarter of 1992, our sales trend has been steadily 

rising. Excluding the effect of the 
Canadian currency exchange rate, same- 
store sales have improved in each of the 
last five quarters through year-end 1993. 

Nowhere was our commitment to 
reinvesting more evident than in Alberta, 
where our employees agreed to a new 
labor contract early in 1993. We invested 
all of the cost savings achieved through that contract back into the business to help 
restore our market position. Several weeks before our employees approved the 
contract, we dramatically lowered prices within the province to recapture lost 
sales. As expected, this caused a sharp drop in consolidated earnings for the first 
quarter of 1993 as gross margins and operating profits declined. However, as sales 
have increased in the Alberta Division, its performance has steadily improved. The 
outlook for Safeway in this important market is now much brighter. 


Same-Store Sales Growth 



[989 1990 1991 I99J! 1993 

Hxc!ude > effect of t hunger h i Canadian currency exchange rate 













\ ■ Foss th ■ ■ companv ‘A i l'i .*ve e I c va re* I store stfa n dands - pa rticuJarly aur i n - 
stock condition' perishables presetitttiori and front-end service. With the aid of 
computerized buying and inventory control systems, we are moving closer i- < our 
objective ipi dim milling ■.■m of stoic fo while further tailoring merchandise selections 
to each neighborhood we serve. In addition, we are intensifying efforts to ensure that 
all store departments, especially uur perishables operations, are well stocked, attrac¬ 
tively displayed and adequately staffed during peak business hours. 

Efficient, rapid checkout is another key objective at Safeway. By- eliminating or 
streamlining noil-critical tasks elsewhere in the store, we have been able to allot 
additional labor hours to the checks tart ds To ensure that these hours arc used effec¬ 


tively. most of our stores now have automated scheduling systems that forecast 


frinil-end stalling levels to reflect sales patterns throughout tlu day. 

We are also offering our customers greater value in their purchases. During 1995 
we introduced SaHnvav SfLkCT, our private Libel line of premium quality products 
lhai are priced below comparable nationally advertised brands. In addition* we have 
expanded out Vain Pack line of large-size products to more than LUO items - those 
most frequently purchased at membership club stores, And! where appropriate, we 
have lowered prices throughout our stores on she items shoppers buy most often. 

To help us anticipate and respond to our customers' needs more effectively, we 
try to view the shopping experience through their eyes. We conduct extensive con¬ 



sumer research, particularly in the stores, and are relying more 
heavily on the results of these studies to guide our decision mak¬ 
ing in areas such as store construction and remodeling, advertis¬ 
ing and private label product development and merchandising. 

As a leading full -service lood retailer, we work hard to main 
tain our reputation for superior quality and broad 
selection. We will continue to emphasize these essen¬ 
tial dimensions of total value in our marketing strat¬ 
egy. At the same time, we will place greater emphasis 
on the fundamentals — clean, well-stocked stores; 
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introduce many more 
SELECT items in 1994 












friendly, helpful employees; and competitive prices. That's what our customers are telling 
us they want, and we are responding accordingly. 

Refocug capital spending The third priority at Ssatfeway hits been to refocus 
our capital spending program. In light of the challenging retail environment, we tem¬ 
porarily scaled back capital expenditures in 1993. We have also been deviling ways to 
build and remodel stores at less cost and to operate them more efficiently. 


Capital investments totaled $290 million in 1993, down from $553 million in 
1992. Last year we opened 14 new stores, extensively remodeled 45 existing stores and 
closed or disposed of 39 others. The new stores average 58,000 square feet. In 1994 we 
plan to invest approximately $400 million while building 15 to 20 new stores and 
remodeling 50 to 60 others. We expect to increase annual capital spending gradually 
over time. 


In conjunction with our expense reduction efforts, we are making more effective 
use of standardized store layouts, specialty department designs and interior decor. We 
are also negotiating innovative central purchasing contracts for store fixtures and 
equipment. These “partnering 1 ' arrangements help lower our suppliers 1 costs, which 


ultimately reduce our costs. 

High efficiency and productivity are benchmarks for all new and remodeled 


Safeway stores. By continuously scrutinizing the functions performed within each store 


Stare 

□five \ a pm e n 


department, we can determine the optimal layout and work flow. This allows us to 

serve our customers better, sometimes using 


One of i4 fiettr stores 
opened w t *W, this 
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Anchors ii 30-unit 
shopping frzr fir dnti- 


opzd by Sii fewity 
During the ymr, we 
aho cxitmi\'dy mmod- 
ifW 45 5WTTJ 0f1fJ 
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less floor space and less expensive equipment. 

Long before a newly constructed or 
remodeled store opens for business, we plan 
an extensive range of aggressive promotional 
activities ro help ensure strong sales in the crit¬ 
ical first months of operation. Largely as a 
result of this careful planning, the performance 
of new and remodeled stores during 1993 gen¬ 
erally exceeded our expectations. 

To be sure we invest our capital pru¬ 
dently, proposed investments are not 


50 tu r>f I jmperr remodris. 














As we design stores that are less expensive to build 


and more efficient to operate, we have 

temporarily scaled back our capital spending program. 

capital 

We are continuing to Improve our store 
system within existing markets and, 


over time, expect to increase 
annual capital investments. 


approval unless ihpv project minimum larguted pre- lax rates of return, generally 
in excess of 25% for new sin res and remodels. Under our rigorous perfor¬ 
mance measurement .system* isx enwk • ach project on I lie base!* of both 
on-budget completion and operating results over several years. 

The main thrust of our capital spending program continues to be 
to improve our store system within existing markets. Most of these are 
attractive, high-growth areas where we already enjoy strong positions. 

As depicted on the pie chart to the right, replacement stores and remo¬ 
dels will account for more than 60% of our capital investments in 1994. 

Planned 1994 

Another 15% of these funds will be used to build “new business stores, Capital Expenditures 
located in communities or neighborhoods within our geographic boundaries that 
we have not served previously. By concentrating our expenditures within existing 
markets, we believe we minimize risk and increase the likelihood of achieving tar¬ 
geted returns on invested capital. 

Our capital expenditure program establishes the framework for superior oper¬ 
ating results and financial performance. .Ah we strengthen our store system and sup¬ 
port network, we expect to build a solid foundation for future growth -— improving 
;ikstomer service, increasing sales and enhanx mg pro Utah lily. 




Company In Review 


Safewiiv Inc. (“Sale way” or the “Company”) was 
ft) u n d edin 192 6 a n d i s o n c oil he worlds l a r ge s t tood 
retailers, operating approximately 1,080 stores in the 
United Stales and Canada. U.S. retail operations are 
located in norther Cali font [a, Oregon, Washington, 
and the Rocky Mountain, Southwest, and Mid-Atlantic 
regions. Canadian retail operations are located princi¬ 
pally in British Columbia, Alberta, Saskatchewan, and 
Manitoba. Safeway believes that it is among the market 
share leaders in the areas s e r v e d b y e a c 1 i o fits n i n c retail 
divisions. Management of the retail operations is decen¬ 
tralized to encourage local autonomy in responding to 
consumer demands within the Company's diverse mar¬ 
kets. In support of these operations, Safeway has an 
extensive network of distribution, manufacturing, and 
food processing facilities. 

In addition to stores operated under the Safeway 
name, the Company has ownership interests in two other 
retail companies. Safeway holds a 35% interest in The 
Vo ns Companies, Inc. (“Vans”), which operates more 
than 350 grocery stores located mostly in southern 
California, and a 49% interest in a privately held com¬ 
pany, Casa key, S.A. de C.V., which operates 54 stores in 
western Mexico. 

Retail Operations 
Stores 

To accommodate changing consumer needs and to obtain 
certain operating efficiencies, Safeway emphasizes the 
development of larger stores. These stores offer a wide 
selection of both food and general merchandise, and fea¬ 
ture a variety of specialty departments which historically 
have enhanced operating margins. In most of Safe way's 
larger stores, specialty departments are showcased in each 
corner and along the perimeter walls of the store to create 
a pleasant shopping atmosphere. 

Safeway continues to operate a number of smaller 
stores which offer a full selection of food and general mer¬ 
chandise, and generally include one or more specialty 
departments. These stores remain an important part of 
the Company’s store network in smaller communities and 
certain other locations where larger stores may not be 
appropriate. 


Stores, opened in 1993 averaged 58,000 square feet. 
The p er cen tage of Safewa yds total stores by s ize a t yea r- 
end 1993 compared to 1988 was as follows: 



1W3 

\9m 

l ess than 30,000 square reel 

32% 

44% 

30,000 to 50,000 

55 

52 

More than 50,000 

1 3 

1 


100 % 

100 % 


Store Ownership 

At year-end 1993, Safeway owned one-third and leased 
two-thirds of its stores. Safeway built, sold, and leased 
back approximately one-quarter of the leased stores. 

T hird-party developers built the remaining stores. In 
recent years, the Company has preferred ownership 
because it provides control and flexibility with respect to 
financing terms, remodeling, expansions, and closures. 

Merchandising 

Safeway s merchandising strategy is to provide maximum 
value to its customers by maintaining high store standards 
and offering high quality products at competitive prices, 

• The Company has intensified its efforts to elevate store 
standards and provide friendly, helpful customer ser¬ 
vice. Among the initiatives that Safeway has undertaken 
is a program to reallocate time and resources to 
improve service, including better in-stock conditions 
and faster, more efficient checkout. Debit/credit card 
and check authorization systems have been installed for 
customer convenience and to speed up checkout. 
Specialty departments and special services, including 
video tape rentals, photo processing counters, in-store 
automatic teller machines, and bank branches provide 
one-stop shopping for today’s busy shopper. 

• Safeway offers high quality perishables in the produce, 
meat, dairy, seafood, bakery, and delicatessen depart¬ 
ments. There is a strong emphasis on tailoring mer¬ 
chandise selection to the neighborhood served by each 
store. The Company continually refines its merchandis¬ 
ing strategies to identify and accommodate changing 
demographics, lifestyles, and product preferences of its 
customers. 

• The Company offers competitive prices for value-ori¬ 
ented customers. The Company also features a line of 
VaJu Pack merchandise which includes more than 100 



of flit largii-siz* produttS most i rtquenrly purchase .n 
club stores. 

* 1 Li' - ig I ", Sal l way introduced j lim. - it 255 new 
private label products under the banner, “Safeway 
SELE'CTT." These new products lEtcludc sttft drinks, 
pastas and pasta -.antes, pel foods, and snacks such as 
popcorn, tortilla chips and salsa. SI 1 Id’ [’ offers today’s 
value-conscious consumers premium quality products 
at prices lower than comparable national brands. The 
Company plans to introduce many more SELECT items 
over the next few years. 

Manufacturing and Wholesale Operations 

Manufacturing operations arc an integral part of the 
( ompaii) i business. The principal function, of maimfac 
turing operations is to manufacture, process, and pur¬ 
chase private label merchandise sold in Safeway stores 
under such well-known and respected brand names as 
I mum, Be; ail, n\vn House, md Lh-c new SELECT Jim: 
ol products. 

Safeway’s Canadian subsidiary has a wholesale opera¬ 
tion which distributes both national brands and private 
label products to independent grocery stores and institu¬ 
tional customers. 

Safeway operated the following manufacturing and 
processing facilities at year-end 1993: 


mre the incremental cash flows n! proposed projects. To he 
accepled, new stores and remodels must generally project an 
IRR n c\cesv . <f 2.V!*:. '[ i * datc tht aggregaLc re^ ulls of pm 
jects accepted under this program have met expectations. 

The tab]t? below reconciles cash paid for property 
additions reflected in tht Consolidated Statements or 
Cash Flows to a broader del in it ion of capital expend i 
lures dollars in millions i: 



I99i 

mz 

L99] 

Cash paid for 
property additions 

S245D 

$ 483.0 

$999.9 

less: Pure bases ol 

previously leased 
properties 

<21.-1) 

(9,9) 

(26.51 

Plus: Presen I Vaiin- ■ ■ 1 i 

1 ease obligatio ns i nc □ rred 

5S.S 

79.3 

63.0 

Mortgage notes assumed 
.n property acquisitions 

7.5 

(JL4 

H.6 

total rapilai expenditures 

$290.2 

$ 55.3.4 


Capital expenditures a*- 
a percent of sales 

1.9% 

3,7% 

4,2% 

New stoi cs opened 

14 

33 

33 

Stores dosed m Mild ’ 

39 

49 

37 

Major remodels 

45 

fr3 

77 

Fo|.il ret oil square mot age 
;m millions) 

39 A 

39.7 

38.9 
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d.S. Ciiniicki 

Milk plants 7 3 

Bread baking plants 6 3 

tee cream plants 4 3 

Cheese packaging plants 3 l 

Soft drink bottling plants 4 

F ; riiit and vegetable processing plants 2 4 

Other food processing plants 6 4 

Non-food plants 4 

Total 36 18 


In addition, the Company operates modern laboratory 
facilities for quality assurance and research and develop¬ 
ment in certain of its plants and at its U.S. manufacturing 
headquarters in Walnut Creek, California. 

Capital Expenditure! Program 

A key component of the Company's long-term strategy is 
its capital expenditure program. In the last several years, 
Safeway management has significantly strengthened its 
program to select and approve new capital investments. 
This program requires that proposed projects meet L.n 
geted pre tax internal rates of return * IklT which men - 


Safeway scaled back its capital expenditure program 
during 1993 in order to enhance the quality of projects 
and to focus on near-term operating challenges. The 
Company expects to invest approximately $400 million 
for capital expenditures in 1994 while opening 15 to 20 
new stores and completing 50 to 60 remodels. Safeway 
expects to increase its level of capital expenditures gradu¬ 
ally over time. Capital expenditures in 199] included most 
of the eost of constructing a new distribution center for 
the Northern California Division in Tracy, California, 
which began operations in the second quarter of 1992. 

Performance-Baaed Compensation 

The Company has performance-based compensation plans 
which cover approximately 7,000 employees. Incentive 
compensation plans set overall bonus levels based upon 
both operating results and working capital management. 
Individual bonuses are based on job performance. Certain 
employees an. covered by capital investment bonus plans 
which measure the performance of capital projects biased 
on operating performance over several years. 


1 1 







Five-Year Summary Finawcia Information. 
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1992 
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1989 

Results of Operations: 







Sales . 

$15,214.5 

$15,151.9 

S ISA 19.2 

•8 14,873.6 

; 14,324.6 

Gross profit 

4,1 31.1 


4,164.5 

4,105.6 

3,976.6 

3,689.3 

Operating and administrative expenses 

(3,689.6) 


(3,722.9) 

(3,557.3) 

(3,441.3) 

(3,227.1) 

Apple'free charge. 

- 


— 

a 15.0) 


- 

Operating profit 

441.5 


441.6 

433.3 

535.3 

462.4 

Interest expense 

(265.5) 


(290.4) 

(355.4) 

(384.1) 

(382.8) 

Equity in earnings (loss) of unconsolidated affiliates 

33.5 


39.1 

45.8 

25.5 

(4.0) 

Gain on common stock offering by 







unconsolidated affiliate 

- 


- 

27.4 

- 

- 

Other income, net. 

6.8 


7.1 

15.1 

18.0 

18.4 

Income before income taxes, 







extraordinary loss and cumulative 







effect of accounting changes 

216.3 


197.4 

166.2 

194.7 

94.0 

Income taxes. 

(93.0) 


(99.0) 

(87.2) 

(107.6) 

(91J) 

Income before extraordinary loss and 







cumulative effect of accounting changes 

123.3 


98.4 

79.0 

87.1 

2.5 

Extraordinary loss, net of tax benefit of 







$17.1 and $14.9 

- 


(27.8) 

(24.1) 


- 

Cumulative effect of accounting changes. 







net of tax benefit of $12*0. 

- 


(27.1) 

- 

- 

- 

Net income. 

$ 123.3 

$ 

43.5 

% 54.9 

$ 87.1 

$ 2.5 

Earnings per common share and common 







share equivalent (fully diluted); 







Income before extraordinary loss and 







cumulati ve effect of accounting changes 

£ 1.00 

s 

0.83 

$ 0.69 

S 0.91 

$ 0.03 

Extraordinary loss 

- 


(0.23) 

(0.21) 

- 

- 

Cumulative effect of accounting changes. 

- 


(0.23) 

- 

- 

- 

Net income. 

$ TOO 

s 

0.37 

$ 0.48 

$ 0.91 

$ 0.03 

Financial Statistics: 







Gross profit margin 

27.2% 


27.5% 

27.2% 

26.7% 

25.8% 

Operating profit margin 

2.9% 


2.9% 

2.9% 

3.6% 

3.2% 

Operating and administrative expenses 







as a percent of sales 

24.3% 


24.6% 

23.5% 

23.1% 

22,5% 

Capital expenditures 

$ 290.2 

$ 

553.4 

$ 635.0 

$ 489.6 

$ 375.5 

Depreciation and amortization 

330.2 


320.3 

295.9 

276.2 

257.8 

Total assets 

5,074.7 


5,225.8 

5,170.7 

4,739.1 

4,538.0 

Total debt 

2,689.2 


3,048.6 

3,066.0 

3,083.6 

3,118.6 

Stockholders’ equity (deficit) 

382.9 


243.1 

214.4 

(183.4) 

(388.9) 

Common shares outstanding at 







year-end (in millions) 

101.5 


98.8 

97.7 

79.3 

67.7 

Stockholders" equity (deficit) per common 







share outstanding at year-end 

3.77 


2.46 

2.19 

(2.31) 

(5.75) 

Weighted average common shares and common 







share equivalents (fully diluted) (in millions) 

123.4 


119.0 

115.2 

96.0 

89.4 

Other Statistics: 







Employees at year-end 

105,900 


104,900 

110,100 

114,500 

1 10,100 

Stores opened during the year 

14 


35 

33 

30 

33 

Stores closed or sold during the year 

39 


49 

37 

26 

60 

Total stores at year-end 

1,078 


1,103 

1,117 

1,121 

1,117 

Total retail square footage at year-end (in millions) 

39.4 


39.7 

38.9 

38.2 

37.5 
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Financial Rlvifw 


Results of Operations 

Sate way's net income was $123.3 million £$1 ;00 pef diare 
fi L993. $43.3 million t$0.37 per share) in 1992* and $34.9 
million ($0.4$ per share! m 199 |. tnairaebefore extraor¬ 
dinary 3terns and tile cumulative effect of accounting 
changes w is $98.4 million i$0.83 per shore) in 1992 and 
$79.0 million \ $0.69 per share) in 1991. Five unusual 
events affected these results: 

• Severance paid for a voluntary employee buyout in the 
Company’s Alberta, Canada division reduced 1993 
operating profit by $54.9 million and net income by 
$30.2 million ■ $0.24 per share'. 

■ Restructuring charges recorded by Vo ns reduced 
Safe way A 1993 equity in earnings of unconsolidated 
affiliates by SI 1.7 million and reduced net income by 
S8.7 million 6S0.07 per share). 

• Restructuring charges reduced 1992 operating profit hy 
$22.3 million and net income by $13.8 million %(J. I 2 
per share c 

• A reserve associated with the bankruptcy of AppleTrcc 
Markets. !nc. ■ ' Apple! rce ! reduced 199* operating 
profit by %] 1 5.0 million and net income by $71.0 mil 
lion ($0-62 per share). 

• A $2 .4 million gain from the sale of common stock by 
Vons increased 1991 net income by 516.9 million ($0.15 
per share). 

Sales. Sales were $15.2 billion in both 1993 (a 52-week 
year) and 1992 (a 53-week year), compared to $15.1 billion 
in 1991 (a 52-week year). Sale way’s same-store sales (sales 
of stores operating the entire measurement period in both 
years and excluding the cffect of the change 
Operating Profit in the Canadian exchange rate) 

creased 2.1% in 1993 com¬ 
pared to decreases of 1.6% in 
1992 and 0.3% in 1991. 

The same-store sales 
decreases in 1992 and 1991 
were primarily due to the 
weak economy, increased 
competition n certain mar 
kets, and a lack of food pr lC 
inflation. Although these lac¬ 
tors per sist, Safeway achieved 


sales growth in 1993. The savings from efforts so lower 
the Company's fundamental cost of doing business was 
reinvested into improved service and more competitive 
pricing I'hc t omp.my has simphrnuf work methods in 
the stores, streamlined the support functions at corporate 
headquarters and tile six L .$. retail division offices, 
achieved labor cost parity through competitive labor eon 
tracts signed in Alberta and other retail divisions, and 
improved inventory management. 

Gross Profit. Gross profit represents the portion of 
sales revenue remaining after deducting the costs of 
■ imentory sold during the period, including purchase and 
distribution costs. Gross profit was 27.2% of sales in 1993, 
compared to ?7.6% n 1992 and 27.2% in 1991. The 
decline in 1993 primarily reflects reduced prices m 
Alberta. Because of the lack of inflation, the LIFO method 
of valuing certain inventories decreased the cost of goods 
sold by $1.5 million in 1993 and $0.4 million in 1992, 
compared to an $8.1 million increase in 1991. 

Operating and Administrative Expenses. 

Operating and administrative expenses were 24.3% of 
sales in 1993, compared to 24.6% in 1992, and 23.5% in 
1991. In the first half of 1993, Safeway recorded a charge 
for the Alberta buyout reducing operating profit by $54.9 
million and net income by $30.2 million ($0.24 per 
share). Retail employees in that division approved a new 
contract which reduced wages, established a gain-sharing 
plan, and provided for a voluntary buyout program. The 
savings that Safeway began realizing in the second quarter 
of 1993 from the new labor contract were offset through 
the third quarter by the increased training costs and 
reduced productivity associated with the new employees. 
By the fourth quarter, the Alberta division had improved 
productivity, and the Company expects continued 
progress during 1994. Safeway believes that the combina¬ 
tion of lower prices and the new labor contract positions 
the Alberta division for long-term growth. 



1 3 


In 1992, lhe Company recorded a restructuring charge 
for the anticipated costs associated with consolidating its 
distribution center in Sacramento into its new distribution 
center in Tracy, California and downsizing its corporate 
administrative staff. The charge reduced 1992 operating 
profit by $22.3 million and net income by $13.8 million 
($0.12 per share). 

Excluding the charges for the buyout in 1993 and the 
restructuring in T 992, operating and administrative 
expenses as a percent of sales were 23.9% in 1993, 24.4% 
in 1992, and 23.5% in 199T 

AppieTree Charge. In 1991, Safeway recorded a 
charge in connection with the bankruptcy of AppieTree 
that reduced the Company's operating profit by S11 3 mil¬ 
lion and net income by $71 million ($0.62 per share). In 
1987, Safeway assigned a significant number of leases to 
AppieTree as part of the sale of the Company’s former 
Houston division. In January 1992, AppieTree filed for 
Chapter 11 bankruptcy protection to restructure its sen inl¬ 
and subordinated debt, in October 1992, AppieTree 
emerged from bankruptcy with a plan of reorganization 
which, among other things, included the rejection of cer¬ 
tain leases for which Safeway is liable. Safeway may also 
remain liable for Apple ! rce’s remaining leases In the event 
that AppieTree is unable to continue making those rental 
payments. The $115 million charge in 1991 was an esti¬ 
mate of the eventual net lease and related cash payments 
which Safeway expected to make over a period of up to 16 
years. The reserve is considered adequate to cover all 
known and probable liabilities associated with AppieTree. 
Safeway has reviewed its contingent obligations with 
respect to other divested operations, and, although the 

aggregate amount of 
assigned leases is large, the 
Company expects that any 
similar losses would not 
be material to Safe way’s 
consolidated financial 
position. 

interest Expense. 

Interest expense fell to 
$265.5 million in 1993 
from $290.4 million in 
1992 and $355.4 million 
in 1991. The decrease in 


1993 reflects reduced short-term borrowings, lower short¬ 
term interest rates, and the refinancing of high interest 
rale debt during 1992. The decline m 1992 reflects refi¬ 
nancings in 1991 and 1992 as well as lower short-term 
interest rates. 

Equity in Earnings of Unconsolidated Affiliates. 

Equity in earnings of unconsolidated affiliates, recorded 
on a one-quarter delay basis, was $33.5 million in 1993 
compared to $39.1 million in 1992 and $45.8 million in 
1991. Safeway holds a 35% interest in Vons, which oper¬ 
ates more than 350 grocery stores located mostly in south¬ 
ern California, and a 49% interest in Casa Ley, which 
operates 54 stores in western Mexico. 

Income from Safe way’s equity investment in Vons was 
SI2.9 million in 1993 compared to $18.6 million in 1992 
and $32.2 million in 1991. According to Vons’ financial 
reports to the Securities and Exchange Commission, Vons’ 
same-store sales declined 10.6% and 9.5% for the 16 and 
40 weeks ended October 10, 1993. In addition to lower 
operating income, Vons reported a restructuring charge 
which decreased Safe way’s equity in Vons’ earnings by 
$11.7 million in 1993. According to Vons, this restructur¬ 
ing charge included anticipated expenses associated with a 
program to dose under-performing stores, convert 
selected locations to other store types, reduce work force, 
and improve cost structure. 

For the 53-week period ended October 10, 1993, and 
the 52-week period ended October 4, 1992, Vons reported 
extraordinary losses of $1.5 million and $16.1 million, 
respectively, from debt refinancing. For the comparable 
period ot 1991, Vons reported a net extraordinary gain of 
$33.5 million primarily from the utilization of net operat¬ 
ing loss carryforwards. 

In 1992, Vons adopted Statement of Financial 
Accounting Standards (“SFAS”) No. 109, 41 Accounting for 
Income Taxes,” and SFAS No. 106, "Employers’ 
Accounting for Postretirement Benefits Other than 
Pensions,” Safeway3s share of Vons’ accounting changes is 
included in the cumulative effect of accounting changes in 
the Company’s Consolidated Statements of Income. In 
1991, Vons issued 4.5 million new common shares which 
resulted in a pre-tax gain to Safeway of $27.4 million in 
1991. The Company’s standstill agreement with Vons, 
which limited the Company’s ability to buy Vons com¬ 
mon stock, expired in August 1993. 


Interest Expense 


{tf \ Millions) 
$ 355.4 
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92 


93 





Income Taxes. Income taxes declined to 43,0% of 
pre-tax income in 1993 from 50,2% in 1992 and 52-5% in 
|99l. In August 1995* the maximum thitutory federal 
income lax rate increased from 34% to 35%, Despite the 
increased federal income tax. rate; Safe way's effective rate 
declined in 1993 primarily due to the tax benefit of a loss 
in Canada, where the statutory rate is higher than in the 
United States. The loss n Canada resulted principally 
from the employee buyout charge and price reductions in 
Alberta. The tax effect of permanently investing certain 
foreign earnings which were previously not permanently 
invested also contributed to the tax rate decline m 1993. 

In 1991, Safeway s tax rate would have been approxi¬ 
mately 48% without the impact of the AppleTree charge 
and the Vons gain. 

iExtra ordinary Loss. In 1992 and 1991, Safeway A net 
income was reduced by extraordinary losses of A'7.3 mil¬ 
lion ($0.23 per share) and $24 : million ($0,21 per share) 
for the early retirement of debt. The extraordinary losses 
represent the payment of premiums on retired debt and 
the write-off of deferred finance costs, net of the related 
lax benefits. 

Accounting Changes. Effective the beginning of 
fiscal 1993, the Company adopted SPAS No, U)9, 
"Accounting for Income TaxesT This statement super¬ 
sedes SFAS No. 96, ‘'Accounting tor Income Taxes, 1 ’ 
which the Company adopted in 1987. The cumulative 
effect of the adoption of SFAS No. 109 was not mater¬ 
ial, and the change had no effect on income before taxes 
for 1993. 

In 1992, the Company adopted SFAS No. 106, 
“Employers 1 Accounting for Post retirement Benefits Other 
Than Pensions,” which requires accrual of the expected 
cost of such benefits during employee service periods, and 
SFAS No. 112, “Employers' Accounting for 
Postemplovment Benefits/ 1 which requires accrual of the 
expected cost of benefits provided to former or inactive 
employees after employment but before retirement. Prior 
to 1992, the Company recognized the cost of providing 
these benefits as claims were paid. In addition, during 
1992 Vons adopted SFAS No. 109 and SFAS No. 106. Fhe 
iimulative effect of accounting changes recognized on 


sntewa} - -i dale -1 Staiemcius of Income as or the 
beginning of fiscal 1992 was j.s ltd lows (in millions): 


Ppstretiremem beruiiis, net of lux benefit of $64 * 105 

PoHlenlpluyiriLaii beriefils, net nr i.l\ benefit nl $1.1 ! ,8 

v.-e ■ incontf taxes, net of mUil-icIm of $3.2 Id.6 

\ -d postretiremen! benefits, net of tax benefi t of $ J3 4-2 

S274 


Except for the cumulative effect of adoption, the 
impact of these accounting changes on Safeway A 1992 net 
income was not material. 

Liquidity and Financial Resources 

Operating cash flow, as presented below, was $777.0 mil¬ 
lion in 1993 compared to $768.6 million a 1992. 
Operating cash flow provides a measure of the Company's 
ability to generate msh to pay interest and fixed charges, 
and facilitates the comparison of Safeway A results of oper¬ 
ations with those of companies having different capital 
structures. Safeway’s computation of operating cash flow 
■i as follows ; dollars in millions): 

1**3 1992 1991 


Income before income taxes, 
extraordinary los.s and 
cumulative effect of 


accounting changes 

$ 216.3 

% 197.4 

$ 166.2 

FIFO (income) expense 

U-51 

(0.4) 

84 

Interest expense 

1 )epreeiation and 

205.5 

290.4 

355.4 

amortization 

330.2 

320.3 

295.9 

Equity in earnings of 




unconso 1 idated affiTates 

(33,5) 

(39.1 : 

1 43.fi:- 

Gain on common 




slock oBering F v 
unconsolidated afflHate 



1274} 

AppleTree charge 

- 

- 

1 15.0 

Operating cash flow 

$ 777.0 

5 768.6 

S 867.4 

As a percent of sales 

541% 

3.07% 

5.74% 

As a multiple of 
interest expense 

2.93 

2.65 

244 
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In 1991, ihe (Company issued S300 million of 10% 
Senior Subordinated Notes due 2001, retired 14.5% 

Junior Subordinated Debentures totaling $365 million, 
and redeemed i 1.75% Senior Subordinated Notes totaling 
S30C) million. 

In 1992, the Company issued $300 million of 9.65% 
Senior Subordinated Debentures due 2004, $150 million 
of 9.875% Senior Subordinated Debentures due 2007, and 
$250 million of 9.35% Senior Subordinated Notes due 
1999, and used the proceeds to redeem 11.75% Senior 
Subordinated Notes totaling $450 million and the 12% 
Subordinated Debentures totaling $250 million. 

In 1992, the Company issued $100 million of 9.30% 
Senior Secured Debentures due 2007 and used the pro¬ 
ceeds to repay borrowings incurred under the Bank Credit 
Agreement and Working Capital Credit Agreement 
(together the "Bank Agreements”) to acquire, construct, 
and equip a new distribution center in Tracy, California. 

In 1992, Safeway filed with the Securities and 
Exchange Commission a shelf registration statement relat ¬ 
ing to public offerings of up to $240 million of debt secu¬ 
rities. The debt securities may be offered to the public on 
terms determined by market conditions at the time of any 
sales and may be offered in one or more series. The net 
proceeds from the sale of these debt securities may be 
used for capital expenditures, acquisitions, or working 
capital requirements; or to repay or repurchase existing 
indebtedness; or for the Company’s general operations, 
subject to certain restrictions contained in the Company’s 
Bank Agreements and existing indentures. Pursuant to 
this shelf registration, the Company issued $80 million of 
medium-term notes during 1992, which included $74 mil¬ 
lion of 10% Senior Notes due 2002, and issued an addi¬ 
tional $80 million of medium-term notes in the second 
quarter of 1993. The Company used the proceeds from 
these notes to finance capital expenditures. 

Safe wav's total borrowing capacity under the Bank 
Agreements is $1.4 billion. The total bank line availabil¬ 
ity under the Bank Agreements decreases by $200 mil¬ 
lion in both 1995 and 1996, and the Bank Agreements 
mature in 1997. At year-end 1993, the Company had 
unused borrowing capacity of $869.8 million under the 
Bank Agreements. 


Annual debt maturities over fhe next live years are set 
forth in Note B of the Company’s 1993 consolidated 
financial statements. 

Management expects operating cash flow, supple¬ 
mented by credit available under the Bank Agreements, to- 
be Safe way’s primary sources of liquidity over the next 
five years, and believes that these sources will be adequate 
to meet the Company’s requirements. 

At year-end 1993, working capital deficit was com¬ 
posed of $1.5 billion of current assets and $1.7 billion of 
current liabilities. Normal operating fluctuations in these 
substantial balances can result in changes to the cash flow 
from operations presented in the Consolidated Statements 
of Cash Flow's that are not necessarily indicative of long¬ 
term operating trends; however, during 1993 Safeway sig¬ 
nificantly increased cash flow' from operations through 
improved working capital management. There are no 
unusual industry practices or requirements relating to 
working capital items. 

Interest Rates 

At year-end 1993, the Company had effectively converted 
$218.3 million of its $421.1 million of floating rate debt to 
fixed interest rate debt through the use of interest rate 
swap agreements. The significant terms of such agreements 
outstanding at year-end 1993 are described in Note D to 
the Company’s 3 993 consolidated financial statements. 

Interest rate swap and collar agreements increased 
interest expense by S8.3 million, $7.7 million, and $1.9 
million in 1993, 1992, and 1991, respectively. 


Consolidated Statements of Income 


'H h I i* v» A 'f I Tit I’ll 


!rJ jtj 1 fTui ir-i i'¥li rpt p^'-t chaiv ^rarr.'H'.ri r * 1 

1993 

1992 

5? *whs 

1993 

Siik'b 

S 13.21 4. l 

£ 15,151.-9 

$ 15,119.2 

Cost uf goydp st>ld . . 

. (11,083,4) 

(10,987.4 1 

(11,013,6} 

Gross profit 

4,131.1 

4,164,5 

4,105.6 

f)p e rati n g ana adm mistrali vc c xpenses 

(3*689.6) 

(3,722.9) 

(3,557.3 i 

AppleT ee charge . . 

— 

— 

! 315.0) 

Operating profit 

44 1.5 

441,6 

433.3 

Interest expense 

(265.5) 

(290.4) 

(355.4) 

Equity in earnings of unconsolidated affiliates 

33.5 

39.1 

45,8 

Gain on common stock offering by unconsolidated affiliate 

- 

- 

27.4 

Other income, net . 

6.8 

7.1 

15.1 

Income before income taxes, extraordinary loss and 
cumulative effect of accounting changes 

216.3 

197.4 

166,2 

Income taxes ... . 

. 193.0! 

(99.0) 

(87.2) 

Income before extraordinary loss and cumulative effect of 
accounting changes 

123.3 

98.4 

79.0 

Extraordinary loss related to early retirement of debt, net of 
income tax benefit of $] 7.! and $14.9 


(27,8) 

(24.1) 

G initiative effect of accounting changes, net of 

income tax benefit of $12,0 . 


(27. n 


Net income. 

5 | 2 3 3 

$ 43.5 

$ 54,9 

Earnings per common share and common share equivalent: 

Primary 

Income before extraordinary loss and cumulative effect 
of accounting changes 

$ 1.02 

$ 0.83 

$ 0,69 

Extraordinary loss 

- 

(0.23) 

(0,21: 

Cumulative effect of accounting changes. 

. 

(0.23) 

_2 

Net income. 

. $ 1.02 

$ 0.37 

$ 0.48 

fully diluted 

Income before extraordinary loss and cumulative effect 
ot accounting changes 

$ 1.00 

$ 0.83 

$ 0.69 

Extraordinary loss 

- 

(0.23) 

(0-21) 

Cumulative effect of accounting changes. 

. 

(0.23) 

- 

Net income. . 

. $ i.00 

5 0.37 

$ 0.48 

Weighted average common shares and 
common share equivalents: 

Primary 

121.0 

119.0 

114.9 

Fully diluted 

123.4 

119.0 

115.2 


.Vff tJs'l'. 'T.ftf i rlJ--J rzj^ to fitiauaul iUttiwictlis. 


Tv I-.j 


























Consolidated Balance Sheets 


Safeway Inr tfH VjhUdi irie*. 


(in *niUion< except per-share tiniounts 

1993 

Year-end 

1992 

Assets 



Current assets: 



Cash and equivalents 

$ 118.4 

$ 96.6 

Receivables 

119.5 

135.7 

Merchandise inventories, net of LIFO 



reserve of $62.1 and $64.5, respectively 

1,128.1 

1,201.7 

Prepaid expenses and other current assets. 

. 98.0 

95.1 

Total current assets. 

. 1,464.0 

1,529.1 

Property: 



Land 

384.7 

384.1 

Buildings 

1,009.6 

968.4 

Leasehold improvements 

791.5 

807.2 

Fixtures and equipment 

1,711.1 

1,668.7 

Property under capital leases. 

. 310.4 

310.4 


4,207.3 

4,138 8 

Less accumulated depreciation and amortization. . 

. 1,647.2 

1,441.7 

Total property, net 

2,560.1 

2,697.1 

Goodwill, net of amortization of $86.2 and $76.2, respectively 

347.6 

361.3 

Prepaid pension costs 

307.1 

306.3 

Investments in unconsolidated affiliates 

303.4 

270.6 

Other assets 

92 5 

61.4 

Total assets. 

. $ 5,074.7 

$ 5,225.8 
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YflJI L'llli 

Ycuf-^nd 



1992 

Liabilities and Stockholders' Equity 

( Current liabilities 



Current maturities of notes and debentures 

$ 188.6 

$ 92.0 

Current obligations under capital leases 

19.3 

20.4 

Accounts payable 

880.5 

811.0 

Accrued salaries and wages 

216.3 

192.5 

Other accrued liabilities. 

. 406.7 

385.9 

Total current liabilities 

3,711.4 

1,501.8 


Long-term debt: 

Notes and debentures 
Obligations under capital leases 

Total long-term debt 
Deferred income taxes 
Accrued claims and other liabilities 

Total liabilities 

Commitments and contingencies 
Stockholders 1 equity: 

Common stock: par value $0.1 per share; 300 shares authorized; 

101.5 and 98,8 shares outstanding, respectively 
Additional paid-in capital 
Cumulative translation adjustments 
Accumulated deficit 

Total stockholders’ equity 

Total liabilities and stockholders’ equity. 


1.0 

1.0 

624.5 

604.5 

39.0 

42.5 

1281.6) 

(404.9) 

382.9 

243.1 

& 5,07477 

$ 5,225.8 


7,287.7 

2,736.6 

193.6 

199.6 

2,481.3 

2,936.2 

1455 

176.0 

353.6 

368.7 

4,691.8 

4,982.7 


See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows 


Sj lfwV Inc, sn4 Subsid-..iHes 


S. W<\;Ls S3 Wtetta rC Week 5 


. fn miltiiyri* i 

1 993 

] 992 

1991 

Cash Flow From Operations: 




Nei income 

$ 123.3 

$ 43.5 

t 34.9 

Reconciliation to net cash flow from operations; 




Extraordinary loss related to early retirement of debt, 




before income tax benefit 

- 

44.9 

39.0 

Cumulative effect of accounting changes, before income tax benefit 

- 

39.1 

- 

Depreciation and amortization 

330.2 

320.3 

295.9 

Apple Free charge 

- 

- 

115.0 

Amortization of deferred finance costs 

3.8 

4.0 

15.5 

Deferred income taxes 

(35.8) 

17.5 

(12.9) 

LIFO (income) expense 

(E5) 

(0.4) 

8.1 

Equity in undistributed earnings of unconsolidated affiliates 

(33.5) 

(39.1) 

(45.8) 

Gain on common stock offering by unconsolidated affiliate 

- 

- 

(27.4) 

Net pension expense (income) 

0.4 

(4.6) 

1.9 

Increase (decrease) in accrued claims and other liabilities 

24.1 

4.4 

(19.3) 

(Gain) loss on property retirements 

(2.9) 

48.9 

26.4 

Changes in working capital items: 




Receivables 

15.4 

9.3 

(7.0) 

Inventories at FIFO cost 

61.6 

10.2 

(41.3) 

Prepaid expenses and other current assets 

(9.4) 

(12.5) 

(1.7.7) 

Payables and accruals 

99.6 

24.8 

10.6 

Income taxes. 

24.1 

(1.8) 

(58.3) 

Net cash flow from operations. 

599.4 

508.5 

337.6 

Cash Flow From Investing Activities: 




Cash paid for property additions 

(245.3) 

(483.6) 

(589.9) 

Proceeds from sale of property and operations 

66.7 

26.3 

13.2 

Purchases of common stock of unconsolidated affiliate 

- 

- 

(40.5) 

Other. 

(49.3) 

(26.9) 

(12.3) 

Net cash flow used by investing activities... 

(227.9) 

(484.2) 

(629.5) 
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i- *Vn:ks. 

1995 

SJ W.,*5 

1992 


' J Wsefes 

1991 

Cash Flow From Financing Activities: 

. \dd i l i i m s l * i -n h c ■ i ■ i. erni 1 n t rn nv i n gs 

$ 61J. U 

$ 237.4 

$ 


Payment* nn short ierm borrowings 

(44.9) 

<2803) 


- 

Additions to Song-term borrowings 

352,1 

1,888.4 


14)04.9 

Pavments on long-term borrowings 

(732.7) 

(1,774.1) 

( 

1,147.9) 

Xcl proceeds from sale o! common stock 

10.4 

3.5 


343.0 

Premiums paid on early retirement of debt 

Other 

. 1.2 

(35.1) 

(13.9) 


(34.8) 

■ 30.0) 

Net cash flow from (used bvi financing activities 

■'153,9') 

25.7 


195.0 

Ef fect of changes in exchange rates on cash . . 

. 4.2 

(7.61 


0.5 

1 ncreuse i de crease] in cash and cqtiiv;ilent* 

2L« 

42.4 


(»,4) 

Cash And Equivalents: 

Beginning of year . . 

. 96.6 

54.2 


] 30.6 

End of year . 

. 8 1 18-4 

$ 96.6 

$ 

54.2 

Other Cash Flow Information: 

Cash payments during the year lor: 

Interest 

$ 270.2 

$ 293.5 

$ 

390.5 

Income taxes, net of refunds 

100.6 

56.4 


143.9 

Noncash Investing And Financing Activities: 

Mortgage notes assumed in property acquisitions 

$ 7.5 

% 0 A 

s 

8.6 

Capital lease obligations entered into 

20.3 

5,7 


1 1.2 

Capital lease assets retired. 

net of accumulated amortization 

3.1 

L7 


2.8 

Capital lease obligations retired 

2.5 

0.6 


8.4 

Invested proceeds from mortgage borrowings 

- 

- 


48.2 


.V;’ iiLToriipunyiu^ fi:\■(< Li . .-h>'.>•• iindnini! i.c 1 f > 
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Consolidated Statements of Stockholders’ Equity 


Sail' way Inc. and .Subsidiary's 


(it j miSSions} 

Common Stock 

SIufh AjnoLurl 

Addition al 

Pi id in 

Capital 

Cumulative 

Trarnfatinn 

Adjiuiftttnbi 

Accumulated 

Deficit 

Total 

Stockholders' 

hqui’ty 

E Deficit) 

Balance, year-end 1990 

79.3 

$0.8 

$258.2 

$ 60.9 

$ (503.3) 

$(183.4) 

Public stock offering 

17,5 

0.2 

340.2 

_ 

— 

340.4 

Options and warrants exercised 

0,9 

- 

2.5 

- 

- 

2.5 

■Cash received on subscriptions receivable 

- 

- 

0.1 

- 

- 

0.1 

Net income 

- 

- 


- 

54.9 

54.9 

Translation adjustments. 

. . . 


- 

(0.1) 

- 

(0-1) 

Balance, year-end 1991 

97.7 

1.0 

601.0 

60.8 

(448.4) 

214.4 

Options and warrants exercised 

1.1 

_ 

3.4 


_ 

3.4 

Cash received on subscriptions receivable 

- 

- 

0.1 

- 

- 

0.1 

Net income 

- 

- 

- 

- 

43.5 

43.5 

Translation adjustments. 

. . . 

- 

- 

(18.3) 

- 

(18.3) 

Balance, year-end 1992 

98.8 

1.0 

604.5 

42.5 

(404.9) 

243.1 

Options and warrants exercised 

2.7 


19.3 

_ 

_ 

19.3 

Cash received on subscriptions receivable 

- 

- 

0.7 

- 


0.7 

Net income 

- 

- 

- 

- 

123.3 

123.3 

Translation adjustments. 

. . . 

- 

- 

(3.5) 

- 

(3.5) 

Balance, year-end 1993 . 

101.5 

$1.0 

$624.5 

$ 39.0 

$(281.6) 

$ 382.9 


S&e accompanying notes to consolidated financial statements. 


















Nci.es tg Consolidated F nancia. Statemuts 


Significant Accounting Policies 
Basis gf Consolidation 

f he consolidated financial stiiLcmerfis include Mil'cwav 
[nc.* a Delaware corporation, and all majority owned 
subsidiaries (CSafewa\ or trie L ( ompam'T All signifi¬ 
cant intercompany transactions and balances have been 
eliminated in consolidation. Investments in affiliates 
which are not majority owned are reported using the 
equity method. 

Fiscal Year 

The Company’s fiscal year ends on the Saturday nearest 
December 31. The last three fiscal years consist of the 52 
week period ended January 1, 1994, the 53-week period 
ended January 2, 1993, and the 32-week period ended 
December 28, 1991. 

Translation of Foreign Currencies 

Assets and liabilities of the Company's Canadian sub¬ 
sidiaries are translated into ITS. dollars at year-end rates of 
exchange, and income and expenses are translated at aver¬ 
age rates during the year. Cumulative translation adjust¬ 
ments refecting the effect of the movement in exchange 
rates during the year are shown net of applicable income 
taxes as a separate component of stockholders' equity. 

Merchandise Inventories 

At year-end 1993 and 1992, merchandise inventory of 
$634 million and $701 million, respectively, is valued at 
the lower of cost on a last-in, first-out (“LIFO*) basis or 
market value. Such LIFO inventory had a replacement or 
current cost of $696 million and $766 million at year-end 
1993 and 1992, respectively. The remaining inventory is 
valued at the lower of cost on a first-in, first-out (“FIFO”) 
basis or market value. FIFO cost of inventory approxi¬ 
mates replacement or current cost. Inventory on a FIFO 
basis includes meat and produce in the United States, 
inventory of U.S. manufacturing operations, and all 
inventories of the Canadian subsidiaries. 

Application of the LIFO method resulted m decreases 
to cost of goods sold of $1.5 million in 1993 and $0.4 mil¬ 
lion in 1992, compared to an increase of $8.1 million in 
1991. Liquidations of LIFO layers during the three years 
reported did not have a significant effect on the results of 
operations. The LIFO charge to cost of goods sold for the 
First 36 weeks of each year is based upon estimated annual 
inflation (“LIFO Indices"). Actual LIFO Indices arc calcu¬ 
lated during the fourth quarter of the year based upon a 


■ilalisti cd I s j mpling of inventories -\cc-;ird irgly. to ll rrh 
quarter pre-tax earnings were increased by $9,2 million, 
StO.2 mi 11 inn and $. . million in 5993 1992 .and |9q. 
respectively. 

Property and Depreciation 

Property is stated at cost. Depreciation expense on build¬ 
ings and equipment is computed on the straight-line 
method using the following lives: 


Stores and other buildings 10 - 30 years 

Fixtures and equipment 3 15 years 

Property under capital leases is amortized on a 
straight dine basis over the remaining terms of the leases. 
Leasehold improvements include buildings constructed 
on leased land and improvements to leased buildings. 
Leasehold improvements are amortized on a straight-line 
basis over the shorter of the remaining terms of the lease 
or the estimated useful lives of the assets. 

Goodwill 

Goodwill is amortized on a straight-line basis over 40 years. 
Goodwill amortization was $10.6 million, $12.7 million, 
and $10.6 million in 1993, 1992, and 1991, respectively. 

Closed Store Expense 

Upon the decision to close a store, the Company accrues 
estimated future losses, which include lease payments and 
other costs of holding the facility, net of estimated future 
income. 

Self-insurance 

The Company is primarily self-insured for workers' com¬ 
pensation, automobile, and general liability costs. The self 
insurance claim liability is determined actuariaily, based on 
claims filed and an estimate of claims incurred but not yet 
reported- The present value of such claims is accrued using 
discount rates of 5% in 1993 and 8% in 1992. The current 
portion of the self-insurance claim liability ($78 million 
and $67 million at year-end 1993 and 1992, respectively) is 
included in other accrued liabilities in the consolidated 
balance sheets. The noncurrent portion of $176 million 
and $148 million at year-end 1993 and 1992 is included in 
accrued claims and other liabilities. The undiscounted lia¬ 
bility was approximately $289 million and $269 million at 
year-end 1993 and 1992, respectively. 
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Income Taxes 

The Company adopted Statement of Financial Accounting 
Standards (“SPAS”) No. 109, ‘'Accounting for Income 
Taxes,'* effective January 3, 1993. This Statement super¬ 
sedes SPAS No. 96, “Accounting for Income Taxes," 
which the Company adopted in 1987. Under SPAS No. 
109, the Company provides a deferred tax expense or ben¬ 
efit equal to the change in the deferred tax liability during 
the year. Deferred income taxes represent tax credit carry¬ 
forwards and future net tax effects resulting from tempo¬ 
rary differences between the financial statement and tax 
basis of assets and liabilities using enacted tax rates in 
effect for the year in which the differences are expected to 
reverse. 

Income per Common Share and Common Share 
Equivalent 

Income per common share and common share equivalent 
is calculated by dividing net income by the weighted aver¬ 
age number of common shares outstanding during the 
period plus the dilutive effect of stock options and war¬ 
rants, as determined by the treasury stock method. 

Statement of Cash Flows 

Short-term investments with original maturities of less 
than three months are considered to be cash equivalents. 
Borrowings with original maturities of less than three 
months are presented net of related repayments. 

Off-Balance Sheet Financial Instruments 

The Company enters into interest rate swap agreements to 
limit the exposure of its Boating interest rate debt to 
changes in market interest rates. These agreements involve 
the exchange with a counterparty of fixed and floating 
rate interest payments periodically over the life of the 
agreements without exchange of the underlying notional 
principal amounts. The differential to be paid or received 
is recognized over the life of the agreements as an adjust¬ 
ment to interest expense. The Company’s counterparties 
are major financial institutions. 

Fair Value of Financial instruments 

SPAS No. 107, “Disclosures about Pair Value of Financial 
Instruments/’ requires the disclosure of the fair value of 
certain financial instruments, whether or not recognized 
in the balance sheet, for which it is practicable to estimate 
fair value. Safeway estimated the fair values presented 
throughout these financial statements using appropriate 


valuation methodologies and market information avail¬ 
able as of year-end. Considerable judgment is required to 
develop estimates of fair value, and the estimates pre¬ 
sented are not necessarily indicative of the amounts that 
the Company could realize in a current market exchange. 
The use of different market assumptions or estimation 
methodologies could have a material effect on the esti¬ 
mated fair values. Additionally, the fair values presented 
throughout these financial statements were estimated at 
year-end, and current estimates of fair value may differ 
significantly from the amounts presented. 

The following methods and assumptions were used to 
estimate the fair value of each class of financial instruments : 

Cash and equivalents, accounts receivable , accounts 
payable and short-term debt The carrying amount of 
these items approximates fair value. 

Long-term debt Market values quoted on the New 
York Stock Exchange are used to estimate the fair 
value of publicly traded debt. To estimate the fair 
value of debt issues that are not quoted on an 
exchange, the Company uses those interest rates that 
are currently available to it for issuance of debt with 
similar terms and remaining maturities. 

Interest rate swap agreements The fair value of inter¬ 
est rate swap agreements is the amount at which 
they could be settled based on estimates obtained 
from dealers. 

Accounting Changes 

The Company adopted SPAS No. 109, “Accounting for 
Income Taxes/’ effective January 3, 1993. This Statement 
supersedes SPAS No. 96, “Accounting for income 
'Paxes/’ which the Company adopted in 1987. The 
cumulative effect of the adoption of SPAS No. 109 was 
not material, and the change had no effect on income 
before taxes for 1993. 

In 1992, the Company adopted SPAS No. 106, 
“Employers’ Accounting for Postretirement Benefits 
Other Than Pensions," which requires accrual of the 
expected cost of such benefits during employee service 
periods, and SPAS No. 112, “Employers’ Accounting for 
Postempioymcnt Benefits,” which requires accrual of the 
expected cost of benefits provided to former or inactive 
employees after employment but before retirement. Prior 
to 1992, the Company recognized the cost of providing 
these benefits as claims were paid, in addition, in 1992 


The Vom Companies, Itu : i1 Vl» ns"'i, an uihmisolidateil 
,5 Hi I iate ot Safeway, adopted SFA-5 No 109 and SEAS No 
J 06= The: cumulative died uf account! og changes recog¬ 
nized in Safety's consolidated statements of income a* of 
the beginning of fiscal 1992 was as follows (in millions}: 


Postretiremen! benefits, net e r tax benefit oi $6*4 SILL' 

Posternf>lo> mem benefits, net of Sax benefit of $1,1 EH 

Veins’ income taxes, net of tax benefit u) $3,2 10.6 

Vo ns’ postretiremen! benefits, nei of tax benefit ul Si.3 4.2 

$27.1 


Except for the cumulative effect of adoption, the 
impact of these accounting changes on Safeway'* 1992 net 
in come was not material. 

Not? B- Financing 

Notes and debentures were composed erf the following at 
year-end (in millions): 




1991 

Bank Crcdii Agreement, secured 

$ 35 0 

5 365.0 

Working Capital Credit Agreement, 

secured 

340.3 

406.4 

930% Senior Secured i debentures 

due 2007 

100.0 

100,0 

! ■ i >. ninr Ni m-s due 4)1 1, 

unsecured 

74.0 

74,0 

10% Senior Subordinated Notes 

due 2001, secured 

300.0 

300.0 

9.875% Senior Subordinated 

Debentures due 2007, secured 

3 30.0 

150.0 

9.65% Senior Subordinated 

Debentures due 2004, secured 

300.0 

300.0 

9,35% Senior Subordinated Notes 

due 1999. secured 

230.0 

250.0 

Mortgage notes, payable, secured 

567.3 

588.9 

Other notes payable, unsecured 

325,7 

275.4 

■ )ther bank borrowings, unsecured 

34d) 

18.9 


2,476.3 

2,828.6 

Less current maturities 

188.6 

92.0 

Long-term portion 

$2,287.7 

$2,736.6 


At year-end 1993 and 1992 the carrying value of long¬ 
term debt approximated fair value. 


Bank Credit Agreement and Working Capital 
Credit Agreement 

Safe way's lota I borrowing capacity under the Bank Credit 
Agreement and Working Capital t !redit Agreement 
l together the “Bank Agreements’ ) is SL4 billion. The 
total bank line availability under the Bank Agreements 
decreases by $200 million in both 1995 and 1996, and the 
Bank Agreements mature in 1997. At year-end 1993, the 
Company had unused borrowing capacity of $869.8 mil¬ 
lion under the Bank Agreements. 

Domestic borrowings under the Bank Agreements 
bear interest at one of the following rates selected by the 
■ ompanv: lhe prime rak, ■ n ■ a rate based on certifi¬ 

cates of deposit rates plus l %, (iii) the rate at which 
Eurodollar deposits are offered to first das* banks in the 
Eurodollar market by the Banks plus 0.75%, or (iv rates 
quoted al the discretion of the Banks. Canadian borrow ¬ 
ings denominated in t .5. dollars under the Working 
Capital Credit Agreement bear interest at one of the fol¬ 
lowing rates selected by the Company: (i; the Canadian 
base rate, or (ii) the Canadian Eurodollar rate plus 0.75%. 
Canadian borrowings denominated in Canadian dollars 
bear interest at the Canadian prime rate. The Company 
pays an annual commitment fee of 0.375% on the unused 
portion of borrowings available under the Bank 
Agreements. 

The weighted average interest rate on borrowings 
under the Bank Credit Agreement was 4.7% during 1993, 
5.3% during 1992, and 6.2% during 1991. At year-end 
1993, the weighted average interest rate on borrowings 
under the Bank Credit Agreement was 3.7%. The 
weighted average interest rate on borrowings under the 
Working Capital. Credit Agreement was 5.6% during 
1993, 7.4% during 1992, and 10.1% during 1991. At year- 
end 1993, the weighted average interest rate on borrow¬ 
ings under the Working Capital Credit Agreement was 
4.9%. Amounts due under the Working Capital Credit 
Agreement consist mostly of Canadian borrowings. 

Indebtedness under the Bank Agreements is secured 
by the pledge of certain assets of the Company and certain 
assets and stock of certain subsidiaries and is also guaran¬ 
teed by certain subsidiaries. Such subsidiaries own 
approximately 35% of the Company’s stores and approxi¬ 
mately 70% of the Company's manufacturing facilities. 






Senior Secured Indebtedness 

In 1992, the Company issued $100 million of 9.30% 

Senior Secured Debentures due 2007. The 9.30% Senior 
Debentures are secured by a Deed of Trust which created 
a lien on the land, buildings, and equipment owned by 
Safeway at its new distribution center in Tracy, California. 

Senior Unsecured Indebtedness 

In 1992, the Company filed with the Securities and 
Exchange Commission a shelf registration statement relat¬ 
ing to public offerings of up to $240 million of debt securi¬ 
ties. Pursuant to this shelf registration, the Company issued 
$80 million of medium-term notes during 1992, which 
included $74 million of 10% Senior Notes due 2002, and 
issued an additional $80 million of medium-term notes in 
the second quarter of 1993. The Company used the pro¬ 
ceeds from these notes to finance capital expenditures. 

Subordinated indebtedness 

The 10% Senior Subordinated Notes due 2001, 9.875% 
Senior Subordinated Debentures due 20U7, 9.6n% Senior 
Subordinated Debentures due 2004, and 9.35% Senior 
Subordinated Notes due 1999 (collectively the 
“Subordinated Securities 1 ') are subordinated in right of 
payment to, among other things, the Company’s borrow¬ 
ings under the Bank Agreements, the 9.30% Senior 
Debentures, the Company's senior unsecured debt, the 
Company's other secured debt, and mortgage notes 
payable. The Subordinated Securities are secured by the 
pledge of certain assets of the Company and stock of cer¬ 
tain subsidiaries. 

Refinancing 

In 1992 and 1991, respectively, the Company redeemed 
$700 million and $865 million of high interest rate debt 
using cash from operations and proceeds from issuing the 
Subordinated Securities. In connection with these redemp¬ 
tions, the Company recorded extraordinary losses of $27.8 
million ($0.23 per share) in 1992 and $24.1 million ($0.21 
per share) in 1991. The extraordinary losses represent the 
payment of redemption premiums and the write-off of 
deferred finance costs, net of the related lax benefits. 


Restrictive Covenants 

The Bank Agreements prohibit payments by the Company 
of dividends on any class of stock (other than dividends 
paid through issuance of additional shares of that class of 
stock) and restrict, among other things, payments by the 
Company (i) to acquire shares of any class of stock of the 
Company, (ii) of any debt which is subordinate to the 
Bank Agreements, and (iii) to acquire any outstanding 
warrants, options or other rights to acquire shares of any 
class of stock of the Company, ot her than those held by 
certain Company officers. 

Other provisions of the Bank Agreements limit cer¬ 
tain acts of the Company, including the creation of liens, 
incurring obligations under leases in excess of specified 
levels, incurring capital expenditures in excess of speci¬ 
fied amounts, and entering into certain business activi¬ 
ties, investments and guarantees. The Bank Agreements 
also limit the amount of indebtedness that the Company 
can incur. The Company is also required to meet certain 
financial tests which pertain to its ratio of debt to equity 
and its ability to generate adequate cash to meet 
required payments. 

The Indentures pursuant to which the 9.30% Senior 
Debentures, the 10% Senior Notes and the Subordinated 
Securities were issued restrict, among other things, pay¬ 
ments by the Company (i) of dividends on any capital 
stock (other than dividends paid through issuance of 
additional shares of that capital stock) and (ii) to acquire 
shares of any capital stock of the Company, (including 
outstanding warrants, options or other rights to acquire 
shares of any capital stock of the Company), other than 
those held by certain Company officers. The Indentures 
also contain provisions which limit the amount of addi¬ 
tional debt that the Company may incur. 

Mortgage Notes Payable 

Mortgage notes payable at year-end 1993 are secured by 
properties with a net book value of approximately $760 
million, have remaining terms ranging from one to 18 
years, and have a weighted average interest rate of 9.7%. 


Other Notes Payable 

Other notes payable at year-end 1993 have remaining 
terms ranging from one to IB years and a weighted aver 
age interest rate ol 8.0%. 

Annual Debt Maturities 

As of year-end 1993, annua] debt maturities were as 
follows (in millions): 


1994 $ 188.6 

J 995 71.3 

1996 89.4 

1997 537.3 

1998 79.7 

Thereafter 1,51.0.0 

$2.476.3 

Letters of Credit 

fhe Company had letters of credit of $374.2 million out 


As oJ year end 1993, hit Lire minimum rental payments 
.ipplicabJe lo non--cancelable capital and operating leases 
with remaining terms in excess of one year were as follows 
i in millions . 



Capital 

leases 

)pe rah jig 

Leases 

1994 

$ 42.5 

$ 132.3 

1995 

40.9 

132.2 

1996 

39.0 

127.1 

1997 

35.1 

122.9 

1998 

31.8 

1 18.3 

Thereafter 

222.9 

953.6 

Total minimum lease payments 

412.2 

51,586.4 

Less amounts representing interest 

Present value of net minimum 

199 A 


lease payments 

212.9 


Less current obligations 

19.3 


Long-term obligations 

$ 193.6 



standing at vear-end 1993 of which $134.9 million were 
issued under the Bank Credit Agreement. The letters of 
credit are maintained primarily to back the Company's 
self-insurance program and to support performance, pay¬ 
ment, deposit, or surety obligations of the Company, The 
Company pays commitment fees ranging from 0.73% to 
0.875% on the outstanding portion of the letters of credit. 

Nat e C Lease Obligations 

A majority of the premises that the Company occupies are 
leased. The Company had approximately 1,150 leases at 
year-end 1993, including approximately 250 which are 
capitalized for financial reporting purposes. Most leases 
have renewal options, some with terms and conditions 
similar to the original lease, others with reduced rental 
rates during the option periods. Certain of these leases 
contain options to purchase the property at amounts that 
approximate fair market value. 


Future minimum lease payments under non-cancel- 
able capital and operating lease agreements have not been 
reduced by minimum sublease rental income of $160.6 
million. 

Amortization expense for property under capital leases 
was $22.3 million in 1993, $23.2 million in 1992 and $24.5 
million in 1991. Accumulated amortization of property 
under capital leases was $148.1 million and SI40.9 million 
at year-end 1993 and 1992, respectively. 

The following schedule shows the composition of total 
rental expense for all operating leases (in millions). In gen¬ 
eral, contingent rentals are based on individual store sales. 



199^ 

1992 

1991 

Property leases: 

Minimum rentals 

$129.6 

1130.9 

$132.2 

Contingent rentals 

10.3 

10.3 

9.3 

Less rentals from subleases 

15,1) 

(11.1) 

(15.2) 


124.8 

130.1 

126.3 

Equipment leases 

24.0 

26.7 

26.5 


$148.8 

$156.8 

$152.8 












Nose D - Interest Expense 

Interest expense consisted of the following (in millions): 


Bank Agreements 
9,30% Senior Secured 
Debentures 
10% Senior Notes 
10% Senior Subordinated 
Notes 

9.875% Senior Subordinated 
Debentures 

9.65% Senior Subordinated 
Debentures 

9.35% Senior Subordinated 
Notes 

11.75% Senior Subordinated 
Notes 

12% Subordinated 
Debentures 

14.5% Junior Subordinated 
Debentures 

Mortgage notes payable 
Other notes payable 
Other bank borrowings 
Obligations under capital 
leases 

Amortization ot deferred 
finance costs 

Interest rate swap and collar 
agreements 
Capitalized interest 


1993 

1992 

1 

$ U.9 

$ 51.5 

$ 15.9 

9.3 

8.2 

- 

7.4 

1.2 

- 

30.0 

30.0 

3.2 

14.8 

11.4 

- 

29.0 

27.3 

- 

23.4 

18.1 

- 

- 

9.7 

87.3 

- 

9.1 

30.0 

— 

- 

65.3 

58.6 

63.9 

57.9 

29.3 

30.0 

33.0 

- 

1.4 

0.1 

23.9 

25.0 

25.9 

3.8 

3.9 

15.5 

8.3 

7.7 

1,9 

(4.2) 

(8.0) 

U0.6: 

$265.5 

$290.4 

$355.4 


At year-end 1993, the Company had effectively con¬ 
verted $218,3 million of its S421.1 million of floating rate 
debt to fixed interest rate debt through the use of interest 
rate swap agreements. The significant terms of such agree¬ 
ments outstanding at year-end 1993 were as follows (dol¬ 
lars in millions): 


1 he notional principal amounts do not represent wish 
flows and therefore are not subject to credit risk. The 
Company is subject to credit risk from nonperformance of 
the counterparties to the agreements in the amount of any 
interest differential to be received. Because the Company 
monitors the credit ratings of its counterparties, which are 
limited to major financial institutions, Safeway does not 
anticipate nonperformance by the counterparties. 

At year-end 1993, net unrealized losses on the interest 
rate swap agreements were SI 1.2 million. Since the 
Company intends to hold these agreements as hedges for 
the term of the agreements, the market risk associated with 
changes in interest rates should not be significant. 


Note E- Capital Stock 

Shares Authorized and Issued 

Authorized preferred stock consists of 10 million shares of 
which none was outstanding during fiscal years 1993, 

1992, or 1991. 

Authorized common stock consists of 300 million 
shares of SO.01 par value. Common stock outstanding at 
year-end 1993 and 1992 was 101.5 million and 98.8 mil¬ 
lion shares, respectively. In 1991 and 1990 the Company 
sold a total of 29 million shares of common stock in two 
public stock offerings. Two limited partnerships formed 
by Kohl berg Kravis Roberts & Co. (“KKR”) own 65 mil¬ 
lion shares of Safeway's common stock. 

Common stock issued to certain Company officers is 
restricted as to transferability. Generally, this restriction 
gives the Company the option to purchase, at market 
price, any such stock offered for sale. 

Options and Warrants to Purchase Common 
Stock 

Under Safeway’s stock option plans, the Company may 
grant incentive and non-qualified options to purchase up 
to 19.5 million shares of common stock at an exercise 


Notional 

Principal 

U.S. Fixed 
Interest 
Rates 

Canada Fixed 
Interest 
Rates 

Origination 

Date 

Hxpiratic 

Date 

$ 50.0 

5.1% 


1991 

1995 

10.0 

5.8 


1992 

1997 

6.0 

5A 


1992 

1995 

38.1 


8.7% 

1991 

1996 

38.1 


8.7 

1992 

1997 

38.1 


6.0 

1993 

1998 

38.0 

$218,3 


9.0 

1993 

1995 


price determined by the Compensation and Stock Option 
Committee of the Board of Directors. Vested options are 
exercisable in part or in full at any time prior to the expi¬ 
ration date of 10 to 15 years from the date of the grant. 
The stock option plans prohibit the transfer of options. 


28 






Activity in the sloth option plans tnr ihe three-year 
period ended January' I. 1994, was as Follows' 



Options 

Option 

Price 

OulKia riding year-end 990 

11,625,928 

mm- 13875 

19 L| s Activity: 

Granted 

1,758,350 

9.60 19.125 

i Canceled 

: 3 43,265 

12.375 38.25 

Exercised 

798,8251 

2,00-12.875 

Outstanding, year-end 3 941 

3 2,937,188 

2.00- 39.125 

1992 Activity: 

Granted 

15)52,792 

10.00 -18.50 

Canceled 

1326,297) 

10.00 ■ 19.125 

Exercised 

{508,9221 

2.00 ■ 13.875 

Outstanding, year-end 1992 

14.054,761 

1 00 - 19,125 

1993 Activity: 

Granted 

1,579,025 

11.50 2 EDO 

Canceled 

1550,286; 

10.00- 19.125 

Exercised 

<1,539,880? 

2.00 - 18,50 

O in standing, year-end 1993 

13,543*620 

2.00 21.00 

Exercisable, year end 3 993 

7,412,840 

2.00- 19.123 


Of the options exercisable at year-end 1993* 4,851,928 
were exero table t $2,00 per share. There were 3*299.741 
options available for grant at year-end 1993. 

In connection with the 1986 acquisition ot Safeway’s 
predecessor company, Safeway issued warrants 
," L War rants"! to purchase common stock. Each Warrant 
represents the t ight m purchase 0.279 shares ot the 
Company's common stock for $1,052 per Warrant. In 
order to purchase a whole share of common stock, a 
holder must exercise 3.584 Warrants and pay an aggregate 
exercise price of $3,7691. During 1993* 3.8 million 
Warrants representing 1.1 million shares of common 
stock were exercised. During 1992, 2.2 million Warrants 
representing 0.6 million shares of common stock were 
exercised. At year-end 1993, there were 8.2 million 
Warrants outstanding, which represented 2.3 million 
shares of common stock. The Warrants expire on 
November 24, 1996. 

Warrants (the “SSI Warrants”) to purchase 13.9 mil¬ 
lion shares of the Company’s common stock at $2.00 per 
share were sold in 1986 to SSI Equity Associates, E.P., a 


limited part ner ship I the SSJ ECn i nei-,|-i u’ 1 " .The SSI 
W a r ra n ts a re exem sab I c t hrough Move m her I 5, 2 ( s I SSI 
Partners, LTV. an affiliate of KKR. w the general partner of 
rhe SSI I'artnership 

Outstanding common stuck and the effect of options 
and warrants at year end 1 993 are summarized as follows 
(in millions): 

Potential Proceeds 



Sh .s rch 

from Exercise 

i i.i m mon slock* a [standi rig 

101.5 


Options to purchase 
common slock 

13.5 

$126.0 

Warrants 

2.3 

8.6 

551 Warrants 

13,9 

17.9 


131.2 

S 16 2 


Vi ue F Taxes on Income 

The components of income taxes were as follows 
in millions'!: 



f 99 h 

1992 

1991 

Current: 

Federal 

S [flO.2) 

% (34,2) 

••• .u; 

State 

(Ift.7) 

(7.6) 

(S.Vj 

Foreign 

(37.9) 

ci. 7 , 

44.21 


(1 28.H^ 

(813) 

i ((X>. 1 ■ 

Deferred: 

i ederal 

(26.3) 

12X9} 

10 2 

State 

(6.2) 

(3.0) 

1.8 

Foreign 

62.3 

9.4 

0.9 


35,8 

_ 073) 

12.9 

Total 

$ (93.0, 

S (99.0) 

$ (87.2) 


The 1993 income tax provision above does not include 
tax benefits ot $9.6 million from employee stock options 
exercised. The 1992 and 1991 income tax provisions above 
do not include tax benefits of $17.1 million and $14.9 mil¬ 
lion* respectively, from the extraordinary losses on early 
debt retirement and the tax benefit of $12.0 million in 
1992 from the cumulative effect of accounting changes. 
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The reconciliation of the provision for income taxes al 
the U.S. federal statu tiny income tax rate to the Company’s 
income taxes is a - follows (dollars in millions): 


'••toil 1 (. - Employee Pension and Benefit Plans 

U.S. and Canadian Retirement Plans 
(the “Plans”) 

The Company maintains defined benefit, non-contribu¬ 
tory pension plans for substantially all of its U.S. and 
Canadian employees not participating in multi-employer 
pension plans. Benefits are generally based upon years of 
service, age at retirement date, and employee's compen¬ 
sation during the last years of employment. The 
Company's funding policy is to contribute annually the 
amount necessary to satisfy the statutory funding stan¬ 
dards. Through year-end 1993, the assets of the U.S. Plan 
have exceeded its actuarially determined liabilities by 
such amounts that the U.S. Plan was considered fully 
funded for purposes of contribution requirements. 
Accordingly, no Company contributions were made to 
the U.S. Plan during the last three yea rs. In 1993, the 
Company contributed $1.2 million to the Canadian Plan. 
No contributions were made to the Canadian Plan in 
1992 and 1991. Assets of the Plans are primarily com¬ 
posed of equity and interest-bearing securities. 

Actuarial assumptions used to determine year-end 
plan status were as follows: 

1993 1992 1991 


Statutory rate 
Income tax expense using 
federal statutory rate 
Difference between statutory 
rate and foreign effective rate 
Taxes on foreign earnings not 
permanently reinvested 
Taxes provided on equity 
earnings of affiliates at rates 
below the statutory rate 
Other accruals 
State taxes on income less 
federal benefit 
Unrecognized tax expense 
of affiliate’s income 
Withholding tax on 
Canadian earnings not 
permanently reinvested 
Non deductible amortization 
Deferred tax adjustment due 
to 1993 federal rate increase 
Income taxes 


Deferred tax liabilities: 

Property 

Prepaid pension costs 
Inventory 

Investments in unconsolidated 
affiliates 

Cumulative translation 
adjustments 

Net deferred tax liability 


1 w 

mi 

IS9I 

.j 

34% 


$(75.7) 

■$ (67. 1 ) 

${56.:> 

9.7 

(5.8) 

(14.9: 

(8.3) 

(10.0) 

(11.2) 


8.3 

3.2 

6.1 

(10.8) 

(4.9) 

(4.2) 

(11.0) 

(7.0) 

(4.7) 

- 

- 

4.3 

2.1 

(4.1) 

(3.6) 

(3.9) 

(3.3) 

(2.3) 

(3.4) 

— 

_ 

$(93.0) 

$(99.0) 

$(87.2) 


Weighted average assumed 
discount rate used to 
determine the projected 
benefit obligation: 

U.S. Plan 
Canadian Plan 
Combined weighted 
average rate 
Assumed rate of 
compensation increase 


7.0% 

8.5% 

8,5% 

7.5% 

8.5% 

8.5% 

7.1% 

8.5% 

8.5% 

5.5% 

6.0% 

7.0% 


Significant components of the Company's net deferred 
tax liability at year-end were as follows (in millions): 


Deferred tax assets: 

Foreign tax credit carryforwards 
Workers’ compensation and 
other claims 

Reserves not currently deductible 
Accrued claims and other liabilities 
Rniployee benefits 
Operating loss carryforward 
Other assets 
Valuation allowance 


J 993 

1992 

S 118.8 

$ .118.8 

100.4 

83.3 

50.0 

79.0 

54.9 

36.3 

25.3 

26.5 

42.8 

- 

2.4 

16.5 

(118.8) 

(118,8) 

275.8 

241.6 

(163.9) 

(168.3) 

(135.0) 

(138.2) 

(49.7) 

(51.1) 

(45.7) 

(31.2) 

(27.0) 

_ (28.8) 

(421.3) 

(417.6) 

$(145.5) 

$(176.0) 


The assumed long-term rate of return on Plan assets 
was 8.0% as of year-end 1993, 9.0% during 1993, 1992 
and the second half of 1991, and 8.0% during the first half 
of 1991. 













Nei pension plan I,c x pL-n.se i inhume vonsiiletl ni' Lhe 
following i- mi linns 



■ 


m\ 

Return on plan assets 

A* null return, gain 

$ 198.9 

3 4 1 2 

$121, W 

Deterred ■ gain loss 

[114 T 

41 \) 

(1-Mj 

Actuarial assumed reiiim 

84.5 

S5.2 

77.4 

Service cost 

1 

I32.fi j 

(32.1 i 

Interest cost oil projected 

benefit obligations 

145.9- 

: 44.7 j 

■.12.4! 

Net amortization 

I 7 

13.3) 

(4.3 ) 

Net pension plan t expen si 
income recognized in 
cun so 1 1 dak d s i alcm. e n i s 

of income 

$ «Mi 

4.6 

$ : I 3*i 


The funded status or the PL-ms at year-end was as lul- 


lows (in millions): 


1 l M. 

Fair value ol as.seU at year-end 

-Actuafaiilly determined present value of: 

51,139.4 

5982.3 

Vested benefit obligations 

nl2. 1 

481.1 

NnnvesLed ben el it ubl igatlrnls 

9.n 

8.5 

Accumulated benefit obligations 
Additional amounts related lo 

621.4 

489.6 

projected turjipensatKul increases 

100-CJ 

87.8 

Projected benefil obligations 

1 air value ol assets in excess of projected 

72 1 1 

377,4 

benefit obligations 

Adjustment for difference in book and 

41K.0 

404.9 

tax basis of assets 

Una mortized prior service costs 

(167.1) 

(173.8) 

resulting from improved Plan benefits 
i 'n recognized net (gain i loss Iron: 
actuarial experience which has not been 
recognized in the consolidated 

6 E 8 

63.1 

financial statements 

(5.6) 

1.2.1 

Prepaid pension costs 

$ 307.1 

$306.3 


Mijlti-Employr±r Pension Plans 

The t omparty part it ipales ri various multi-employer 
pension plans, cmvring virtually all Compatiy emplove, ■ 
nm coven&d under the Company's non-contributory pen¬ 
sion plans, pursuant to agreements between the Company 
and employee bargaining units which are members of 
such plans. These plans are generally defined benefit 
plans; however, in many cases, specific benefit levels are 
not negotiated with or known by the employer-contribu¬ 
tors. Contributions of $70 million, $100 million, and $93 
million were made and charged to income in 1993, 1992, 
and 1991, respective 1 v. 

Under LhS. legislation regarding such pension plans, a 
company is required to continue funding its proportion- 
ale share oi ,i plan s unfunded vested benefits in the event 
or withdrawal (as defined by the legislation) from a plan 
or plan termination. Sale wav participates in a number of 
these pension plans, and the potential obligation as a par¬ 
ticipant in these plans mav be significant. The information 
required to determine the total amount of this contingent 
obligation, as well as the total amount of accumulated 
benefits and net assets of such plans, is not readily avail 
able. During 1988-and 1987, the Company sold certain 
operations. In most cases the party acquiring the opera 
tion agreed to continue making contributions to the plans. 
Safeway is relieved of the obligations related to these sold 
operations to the extent the acquiring parties continue to 
make contributions. Whether such sales could result in 
withdrawal under ERISA and, it so, whether such with¬ 
drawals could result in liability to the Company, is not 
determinable at this time. In 1993, Safeway settled a claim 
by the Central States, Southeast and Southwest Pension 
f und in connection with an alleged withdrawal related to 
sold operations. Phis settlement did not have a significant 
impact on the consolidated financial statements. 
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Senior Executive Supplemental Benefit Plan 

The Senior Executive Supplemental Benefit Plan (the 
“SESBP”) provides death benefits and supplemental 
income payments after retirement for senior executives. 
The Company recognized expense of $7.8 million in 1993, 
$6.4 million in 1992, and $6,1 million in 1991. The aggre¬ 
gate projected benefit obligation of the SESBP was approx¬ 
imately $45.4 million at year-end 1993 and $45.5 million 
a I year-end 1992. 

Postretirement Benefits Other Than Pensions 

In addition to pension and SESBP benefits, the Company 
sponsors post retirement plans that provide medical and 
life insurance benefits to certain salaried employees. 
Retirees share a portion of the cost of the postretirement 
medical plans. Safeway pays all of the cost of the life 
insurance plans. The plans are not funded. 

In 1992, the Company adopted SEAS No. 106, 
'‘Employers' Accounting for Postretirement Benefits 
Other Than Pensions,” which requires accrual of the 
expected cost of such postretirement benefits during 
employee service periods. The cumulative effect of adop¬ 
tion was S10.5 million ($0.09 per share). At year-end 1993 
and 1992, the Company's accumulated postretirement 
benefit obligation (“APBO”) was $26.9 million and $26.4 
million. The APBO represents the actuarial present value 
of benefits expected to be paid after retirement that are 
attributed to past service for plan participants. 
Postretirement expense was $2.8 million in 1993 and 1992 
and, on a cash basis, was $3.9 million in 199T 

The significant assumptions used to determine the 
periodic postretirement benefit expense and the APBO 
were as follows: 

1993 ]992 

Discount rate 7*0% 8.5% 

Rate of salary increase 5.5% 7.0% 


A 14% annual rate ot increase in the per capita cost ol 
postretiremen I medical benefits was assumed for 1994 
The rate vwis assumed to decrease gradually to 6% for 
2006 and remain at that level thereafter. If the health care 
cost trend rate assumptions were increased by 1% in each 
year, the APBO as of year-end 1993 would increase $1 
million, and the net periodic postretirement benefit 
expense for 1993 would increase $0.2 million. Retiree con 
tributions have historically been adjusted when plan costs 
increase. The APBO for the medical plans anticipates 
future cost-sharing changes to the written plan that are 
consistent with the Company's past practice. 

Vorr H Commitments and Contingencies 
Legal Matters 

In July 1988, there was a major fire at the Company’s dry 
grocery warehouse in Richmond, California, Through 
January 12, 1994, approximately 123,000 claims for per¬ 
sonal injury and property damage arising from the fire 
had been settled for approximately $117 million. The 
Company’s loss as a result of the fire damage to its prop¬ 
erty and settlement of the above claims was substantially 
covered by insurance. 

As of January 12, 1994, there were still pending approx 
imatelv 5,200 claims against the Company for personal 
injury (including punitive damages) and approximately 
2,500 separate claims against the Company for property 
damage arising from the smoke, ash and embers generated 
by the fire. A substantial percentage of these claims have 
been asserted in lawsuits against the Company filed in the 
Superior Court for Alameda County, California. While no 
persons died or were injured in the fire itself, the claims 
include wrongful death actions based on the grounds that 
pre-existing health conditions were aggravated by smoke, 
ash or embers from the fire. There can be no assurance 
that the pending claims will he settled or otherwise dis¬ 
posed of on the same terms as the cases settled to date, 
Safeway has additional insurance which it believes will be 
sufficient and available for resolution of any remaining 
claims. The insurance carrier has asserted that its liability 
policy does not cover third-party claims because of the 






policy * pollution exclusion and the notice pnsvriKms 
contained in the exclusion. The Company sued in the 
Fvder r hjsirici ( ourt bt the Northern DiNtrfei ol 
< ..iliSomia against that insurer to establish coverage, and 
named its insurance broker as art additional defend ant, 
alleging negligence on the part of the btofe should the 
court determine that insurance coverage does not exist. 
On August 9, 1993, the Federal District Court fer the 
Northern District of f alifomia issued an order in the suit 
hied bv the Com pane against the insurance ~-iier. The 
order granted the insurance carrier's motions to compel 
arbitration and stay the suit until completion of arbitra 
lion and n on that basis, denied the Company's motion for 
summary judgment The coverage dispute is the subject 
of a pending arbitration proceeding between the Company 
and the insurance carrier. TTu: action against the broker in 
flic Federal l)is|r i (. mart sfu ;he Northern District of 
California is .stayed, pending completion of the arbitration. 

In November >991 the lir&t of two purported class 
act ton employment discrimination suits m$ hied against 
the Company in the Federal District Court to: the 
Northern District of California. Both complaints, which 
are now pending in the Eastern District of California, 
were filed bv certain female retail store employees in 
Northern California who claim to represent a class of past, 
present and future female employees who allegedly were 
denied employment opportunities because of their sex in 
violation of federal and California law. Both complaints 
seek un specified monetary damages and injunctive relief. 

In July 1993, discovery and other pretrial activities in 
the cases were suspended while the parties conducted set¬ 
ae ment discussions. Those discussions are ongoing, but 
- n assurance can be given that a settlement agreement will 
be reached by the parties or approved by the Court. In the 
event she sellfemcnl discussions do uni lesuli in a Court - 
approved agreement, the Company intends to . ontmue to 
defend vigorously these cases on the merits. 


I here are also pending against the Company various 
■ 1.: ms and ,iw outs aiisiug m the normal course ol hud 
ness, some oS which seek damages and other relief which, 
if granted, would require very Urge expenditures, 

II is management's opinion that although the amount 

id liability with respect to all ol ilu : matters cannot 

be ascertained at; this time, any resulting liability, includ¬ 
ing any punitive damages, will not have a material adverse 
effect on the Company's consolidated financial position. 

AppleTree Charge 

In 1991, Safeway recorded a $313 million charge to oper¬ 
ating profit m connection with lh.tr bankruptcy of 
\pplrl ree Markets, Inc. in 198i Safeway assigned a sig¬ 
nificant number of leases to AppleTree as part of the sale 
ol the Company's former Houston division. In January 
|992 n Apple t ree filed for Chapter 11 bankruptcy protec¬ 
tion !o restructure its senior and subordinated debt. In 
October .1992, AppleTree emerged from bankruptcy with 
plan of reorganization which, among other things, 
included the rejection of certain leases for which Safeway 
is liable. Safeway may also remain liable for AppleTree's 
remaining leases in me event that AppleTree is unable to 
continue making those rental payments. The SI 15 million 
charge in I 991 was in estimate ol the eventua 1 net lease 
and related cash payments which Safeway expected to 
make over a period of up to 16 years. The reserve is con¬ 
sidered adequate to cover ail known and probable liabili¬ 
ties associated with AppleTree. Safeway has reviewed its 
contingent obligations with respect to other divested 
operations, and, although the aggregate amount of 
assigned leases is large, the Company expects that any 
similar losses would not be material to Safe wav’s consoli¬ 
dated financial position. 

Commitments 

The Company has commitments under contracts for the 
purchase of property and equipment and for the con¬ 
struction of buildings. Portions of such contracts not 
completed at year-end are not reflected in the consoli¬ 
dated financial statements. These unrecorded commit¬ 
ments were approximately $30.5 million at year-end 1993. 
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I Investments in Affiliates 

Investments in affiliates consists of a 35% interest in 
Vons, which operates more than 350 grocery stores 
located mostly in southern California, and a 49'b Interest 
in Casa Ley, which operates 54 stores in western Mexico, 

At year-end 1993, the Company owned 15.1 million 
common shares, or approximately 35% of total Vons 
shares outstanding. As of year-end 1993 and 1992, the 
Company’s recorded investment in Vons was $225.3 mil¬ 
lion and $212.4 million, including goodwill of $48.3 mil¬ 
lion and $49.6 million, respectively, which is being 
amortized over 40 years. At year-end 1993, the aggregate 
market value quoted on the New York Stock Exchange of 
Safe way’s shares of Vons stock was $242.0 million. The 
Company’s standstill agreement with Vons, which, among 
other things, limited the Company’s ability to buy Vons 
common stock, expired in August 1993. 

Summarized financial information derived from Vons’ 
financial reports to the Securities and Exchange 
Commission was as follows (in millions): 


1'numeral Position 

October 10, 
1993 

October 4 
1992 

Current assets 

$ 477.6 

5 438.6 

Property and capital leases, net 

1,149.1 

907.5 

Other assets 

561.3 

576.0 

Total assets 

S 2,188.0 

$ 1,922.1 

Current liabilities 

$ 496.6 

$ 544.0 

Long-term obligations 

1,185.4 

858.3 

Shareholders’ equity 

506.0 

519,8 

Total liabilities and 



shareholders’ equity 

$ 2,188.0 

$ 1,922.J 


Results of Operations 

53 W«riu t nded 

October 10, 
1993 

S2 Wtfk* V.i idled 

October 4, 
1992 

32 Weeks Laded 
October 6, 
1991 

Sales 

$ 5,263.6 

$ 5,475.5 

$ 5,372.5 

Cost of sales and 
other expenses 

(5,221.9) 

(5,402.4) 

(5,308.2) 

Income before 
extraordinary item 
and effect of 
accounting changes 

41.7 

73.1 

64.3 

Extraordinary item 

(1.5) 

(16.1) 

33.5 

Income before 




effect of accounting 
changes 

$ 40.2 

$ 57.0 

$ 97.8 


Satewav s equity m Vons' income before the effect of 
accounting changes was $12.9 million, $18.6 million and 
$32.2 million m E993, 1993, and 1991, respectively. The 
Company records its equity in Vons’ net income on a 
one-quarter delay basis. In addition lo lower operating 
income, Vons reported a restructuring charge which 
decreased Safeway’s equity in Vans’ earnings by $11.7 
million in 1993. According to Vons, this restructuring 
charge included anticipated expenses associated with a 
program to close under-performing stores, convert 
selected locations to other store types, reduce work force, 
and improve cost structure. For the 53-week period ended 
October 10, 1993, and the 52-week period ended October 
4, 1992, Vons reported extraordinary losses of $1.5 mil¬ 
lion and $16.1 million, respectively, from debt refinanc¬ 
ing. For the comparable period of 1991, Vons reported 
that net income included a net extraordinary gain of $33.5 
million primarily from the utilization of net operating loss 
carryforwards. 

In 1992, Vons adopted SFAS No. 109, “Accounting for 
Income Taxes,” and SFAS No. 106, “Employers’ 
Accounting for Post retirement Benefits Other than 
Pensions.” The $55.1 million effect of these accounting 
changes is not reflected in the summarized financial infor¬ 
mation presented above. Safeway’s share of Vons’ 
accounting changes is included in the cumulative effect of 
accounting changes in the Company’s Consolidated 
Statements of Income (Note A). In 1991, Vons issued 4.5 
million new common shares which resulted in a pre-tax 
gain to Safeway of $27.4 million. 

Casa Ley had total assets of $365.5 million and $294.5 
million as of September 30, 1993 and 1992, respectively, 
based on financial information provided by Casa Ley- 
Sales and net income were $925.8 million and $39.5 mil¬ 
lion, respectively, for the 12 months ended September 30, 
1993, and $752.7 million and $33.8 million for the 12 
months ended September 30, 1992. 














Soul - Related Party Transactions 

KKR provides manug^niezU. ■ vnsuUinfj. and financCd srr 
Vices to (he Company fnr an annual fee. Such services 
include? but are m:sl nee charily limited tn, advice a ml 
assistance concerning any and ail aspects of the operation, 
planning and financing ol the Company. Payments lor 
management fees, special services and reimbursement uB 
expenses were $907,000, $826,000, and $788,000 in 1993, 
1992, and 1991, respectively. 

The Company holds an 80% interest in Property 
Development Associates ("PDA”), a partnership formed 
in 1987 with a company controlled by an affiliate ot KKR, 
to purchase, manage and dispose of LtTtaio Safeway faun 
ties, primarily those which are no longer used in the retail 


grocery business. The financial sink men is -4 PDA -ire 
consu 1 id a let I with those or the i ompam and l he minority 
interest ot $ 19.3 million and S14.5 million at year-end 
1993 ami 1992 is included in accrued claims and other Ib- 
bilities in the accompanying consolidated balance sheet 
During 1993, the Company contributed to PDA seven 
properties no longer used in its retail grocery business 
which had an aggregate net book value of $2.5 million. In 
1992, the Company contributed three such properties 
having a net book value of $0.9 million to PDA. Safeway 
paid PDA $2.0 million in 1993 and $1.5 million in both 
1992 and 1991 for reimbursement of expenses related to 
management and real estate services provided b\ PDA. No 
gains or losses were recognized on these transactions. 


Note ft - Financial Information toy Geographic Area 


■ Ira irir/miTJi' 


United 


( -. c. 


L Mill 


1993: 


Sales 

$1 1,756.0 


$15,2143 

Cross pro hr 

3.327.3 

8413.8 

4, mi 

■ Operating profit 

436.3 

5.2 

4413 

Income (loss) before income taxes 

252.3 

(36. U) 

216-3 

Nei working capital A If fit ill 

H!3 91 

00.3 

(247.-11 

Total assets 

-1,08431 

990.7 

>3374 ' 

Net jhsu'Is 

169.1 

213.8 

382.9 


1992: 


Sales 


$1 1,547.1 

$ 3,604.8 

$ 15,15.1.9 

Gross profit 


3,237.3 

927.2 

4,164.5 

Operating profit 


330.1 

111.5 

441.6 

Income before income taxes, extraordinary loss 
cumulative effect ot accounting changes 

a n d 

137-3 

60.1 

197-4 

Net working capital (deficit) 


(99.6) 

126.9 

27.3 

1 otal assets 


4G77.5 

1,048.3 

5,225.8 

Net assets 


12.8 

230.3 

243.1 


1991: 


Sales 

$1 1,333.0 

$ 3,786.2 

$15,1 19.2 

Gross profit 

3,168.9 

936.7 

4,105.6 

Operating profit 

305.2 

128.1 

433.3 

Income before income taxes and extraordinary loss 

93.1 

73.1 

166.2 

Net working capital (deficit} 

(54.6) 

136.8 

82.2 

Total assets 

4,014.9 

1,155.8 

5,170.7 

Net assets 

2.2 

212.2 

214.4 
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- Quarterly Information {unaudited} 


Last Third Second First 

•• fie jit/Hepne, wtpt ptr than' mwfruts} \ear ] 6 Weeks 12 Weeks 12 Weeks 12 Weeks 


1993: 


Sales 

$15, 214.5 

$4,701.6 

$3,558.9 

$3,549.4 

$3,404.6 

Gross profit 

4,131.1 

1,278.7 

966.9 

959.8 

925.7 

Operating pro lit 

441.5 

161.3 

121.1 

i 16,8 

42.3 

Income (loss) before income taxes 

216.3 

82.2 

74.0 

63.2 

(3.1) 

Net income (loss) 

123.3 

46.9 

42.1 

36.0 

(1.7) 

Income (loss) per common share and common 
share equivalent: 

Primary 

$ 1.02 

$ 0.38 

$ 0.35 

$ 0.30 

$ (0.02) 

Fully diluted 

LOO 

0.38 

0.34 

0.30 

(0.02) 

Price range. New York Stock Exchange 

$ 1 hVs 

$ 18 ] /s 

$ 14 7 /a 

S 13 V 2 

$ iP/s 


to 22 Vs 

to 22 V:. 

to 19 V* 

to 16 Vs 

to 14 Vs 



Year 

Last 

17 Weeks 

Third 

12 Weeks 

Second 

12 Weeks 

First 

12 Weeks 

1992: 

Sales 

$15,151.9 

84,849.7 

$3,455.5 

$3,450.8 

$3,395.9 

Gross profit 

4,164.5 

1,342.0 

942.2 

950.4 

929.9 

Operating profit 

441.6 

119.9 

98.8 

120.5 

102.4 

Income before income taxes, extraordinary loss 
and cumulative effect of accounting changes 

197.4 

46.5 

43.8 

64.3 

42.8 

Extraordinary loss 

{,27.8) 

- 

-- 

- 

(27.8) 

Cumulative effect of accounting changes 

(27.1) 

- 

- 

- 

(27.1) 

Net income (loss) 

43.5 

22.2 

20.0 

33.3 

(32.0) 


Income per common share and common 
share equivalent (primary and fully diluted): 
Income before extraordinary loss and 


cumulative effect of accounting changes 

$ 0.83 

S 0.19 

$ 0.17 

$ 0.28 

$ 

0.19 

Extraordinary loss 

(0.23) 

- 

* 

- 


(0.23) 

Cumulative effect of accounting changes 

(023) 

- 

- 

- 


(0-23) 

Net income (loss) 

S 0.37 

$ 0.19 

$ 0.17 

$ 0.28 

$ 

(0.27) 

Price range, New York Stock Exchange 

$ 10 

$ 10 

$ 101/2 

$ n-V-t 

$ 

16-Vl 


to 20 W 

to 15 Vs 

to l.Os 

to 16W 

to 

20 Vs 















Consolidated Financial Statement Schedules 


SjfciVdi In. Jrid ■’■uhti'.liune* 


Shoct-Tfcrm Barrowlrtgg 

r>iilj«3ri j,n wtfllPMJ l 

Category of Aggregate 

Year-End 

Weighted 
Average 
Hare as 

Maximum 

Amount 

Outstanding 

During 

Average 
Amu unc 
t luutaiiding 
During 
rhe Year 

Weighted 
Average 
Inl-cresl RaU 1 
During, 
the Year 

Slu n t -term Borrow ing* 

Balance 

Year-end 

tilt Year 

L Note J) 

1 Note 2) 


I 993 


Money mu rket iViuMi- 

S34.0 

3,42% 

$46.0 

$ 3.8 

3.40% 

Hankers accepLLm.es 

- 

- 

18,8 

4.4 

3.82 

[ 992 

Money market facility 

$ 10.0 

3,75% 

$45.0 

S 10.7 

4.04% 

Bankers acceptances 

8.9 

3.93 

45.0 

23.6 

4.19 

(991 

Money market facility 

$25.0 

5.05% 

$25.0 

$ 0.8 

5.1)8%, 

Bankers acceptances 

A4.fi 

5.25 

55,0 

ilt 

5.26 


Note 1 . Avetagt amoon i omManrfmit dLixi the was u impuled by 41 vidi up, i h# IliuI dF lIu il v LwUtuidLng pu ipn 1 » I>i ■ ■ i n - hy i he fiunilief of dap m lh* fiscal pmod 

Nkrti 1 '‘WiiOiwd average interest r*rc cfciraig the period aa* {cmtputcd N dividing ihe .iLiuat sthmci-itrfjn iiuerett Eqnuv by ihe average amuuflr uinstdiiding during the period rtf 
lJl 1 -.! iUv in N'lHf • 
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Consolidated Financial Statement Schedules (Continued) 

SaNrwav ru. /nd Sub$ tUiii k * 

Property, Plant And Equipment 



Balance at 



Exchange 

Changes 

Balance 


Beginning 

Additions 

Retirements 

Rate 

Add Deduct 

at End of 

Classified turn 

of Period 

dl Cost 

or Sales 

Effects 

(Mute 1} 

Period 


1993 


Land 

$ 384.1 

$ 27.3 

$ (23.4) 

$ (2.8) 

$ (0.5) 

$ 384.7 

Buildings 

968.4 

61.3 

(26.0) 

(5.8) 

11.7 

1,009.6 

Leasehold improvements 

807.2 

29.7 

(35.9) 

(2.5) 

(7.0) 

791.5 

Fixtures and equipment 

1,668.7 

134.5 

(83.4) 

(8.7) 

- 

1,711.1 

Property under capital leases 

310.4 

20.3 

(163) 

(.LA) 

(2.9) 

310.4 


$4,138.8 

$273.1 

$(185.0) 

$(20.9) 

$ 1.3 

$4,207.3 

1992 

Land 

$ 370,5 

$ 34.3 

$ (12.0) 

$ (11.4) 

$ 2.7 

$ 384.1 

Buildings 

870.3 

135.2 

(30.0) 

(21.5) 

14.4 

968.4 

Leasehold improvements 

793.0 

57.7 

(15.1) 

(10.4) 

(18.0) 

807,2 

Fixtures and equipment 

1,507.7 

256.8 

(61.4) 

(34.4) 

- 

1,668.7 

Property under capital leases 

322.5 

5.7 

(8.8) 

(4.2) 

■ 4.8) 

310.4 


$3,864.0 

$489.7 

$(127.3) 

$(81.9) 

S (5.7) 

$4,138.8 

1991 

Land 

$ 288.7 

S 61.9 

$ (2.1) 

S (0.4) 

$ 22.4 

$ 370.5 

Buildings 

624.3 

202.3 

(3.5) 

(0.5) 

47.7 

870.3 

Leasehold improvements 

769.1 

68.0 

(14.6) 

0.2 

(29.7) 

793.0 

Fixtures and equipment 

1,273.3 

266.3 

(31.7) 

(0.2) 

- 

1,507.7 

Property under capital leases 

331.9 

11.2 

__.no. 2! 

- 

00.4) 

322.5 


$3,287.3 

$609.7 

$ (62.1) 

$ (0.9) 

S 30.0 

$3,864.0 


Sote L Amounts indutic reclasitfications and transfers. 
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Accumulate^ Depreciation and Amortization of Proparty, Plant and Equipment 

(i<H rjHnVirtPi.k 

1 1.1". 1U.L! ■. ■! 


1993 


Buildings 

* 347.3 

$ 62.7 

$ (9.5) 

$ (1.7) 

$ 4.6 

$ 303.4 

Leasehold improvements 

259,2 

5L3 

(14.5) 

0.1) 

(4.3) 

290.6 

Fixtures and eq„ip ment 

794.3 

183.3 

'67.8; 

(4.7) 

- 

905.1 

Lropei ty under capitill lease-. 

110.9 

22.3 

' 15.21 

(0.4) 

_(C5) 

148.1 


S 1,441.7 

4319.6 

$1,105.0) 

$ (7.9) 

$ (1.2) 

S 1,64 7.2 


yc>2 

Buildings 

$ 199.2 

$ 59.9 

$ hi. u 

$ (5.5) 

S 4.8 

$ 24 TJ 

Leasehold improvements 

223,3 

49.9 

(4.1) 

(3.8) 

(6.1: 

259.2 

Fixtures and equipment 

688.2 

174.6 

151.31 

(17.2) 

- 

794.3 

Property under capital leases 

128.8 

L.2 

(70 > 

(US) 

(2,5) 

140.9 


S 1,239.5 

$307.6 

$ (73.6) 

$(284)) 

3 3 8 

$6441,7 

1991 

Buildings 

$ 140.3 

$ 47,2 

$ (1.4) 

$ 

S 13.1 

S 199.2 

Le aseh o 1 <1 improvement s 

186.8 

50,5 

(5.7) 

- 

(8.3) 

223.3 

Fixtu res a n d equipment 

549.1 

163.1 

124.1} 

(0.IJ 

0.2 

688.2 

Property under capital leases 

1154 

24.5 

(7.4) 

- 

(4,1) 

128.8 


$ 992.0 

$285.3 

$ (38.6) 

$ (0.1) 

$ 0.9 

S 1,239.5 

jMcir -T- rtr?iiUNrf51 tI’u^fi- rectaifiji&ttftim find fran^ftr 

1Tv 







Balance j1 
Beginning 
of Period 


Additions 
{ n.n^ed to 
tUosLs and 
Expanses 


Rcljrernm k 
or Sflks 


i \. h.mgc 
Rmc 
Effects 


Other 
Change* 
Add (Deduct) 

i Note I) 


Balance 
at F.nd tit 
Period 





























Computation of Earnings Per Common Share and Common Share Equivalent 


S.ltovrji Jlli. 21 |-id ^llhsiili,! ■ if* 



1 w 


1992 


1991 

[ 

(It/ ttriiiiw*. except ptr-sMft difWEijgJjJ 

Hally 

Diluted 

Primary 

Fully 

Diluted 

Primary 

Full v 
Dilutid 

Primary 

1 n cum e be o re e x t ra () ul : n a r« 1 o ss a nd 
c u m ul a t i ve eftec L of .a.. on 11 1 i ng cha nges 

$ 1 23.3 

5123.3 

S 98.4 

$ 98,4 

$ 79.0 

$ 79.0 

Extraordinary loss 

- 

- 

(27.8) 

(27,8) 

(24.1 ) 

(24.1) 

Cumulative effect of accounting changes 

- 

- 

J27.1) 

(27.1) 

- 


Net income 

$123.3 

$123.3 

$ 43.3 

8 43.5 

$ 54.9 

$ 54.9 

Weighted average common shares outstanding 

101.5 

99.6 

98.8 

98.6 

92.6 

92.0 

Common share equivalents 

21.9 

21.4 

20.2 

20.4 

2? r 6 

22.9 

Weighted average common shares and 
common share equivalents 

123.4 

12 .0 

119.0 

119.0 

115.2 

114.9 

Earnings per common share and common 
share equivalent: 

Income before extraordinary loss 
and cumulative effect of accounting 
changes 

$ 1.00 

$ 1.02 

S 0.83 

$ 0.83 

$ 0,69 

$ 0.69 

Extraordinary loss 

- 

- 

(0.23) 

(0,23) 

(0.21) 

(0.21 > 

Cumu 1 a t i ve effeet of accounting, changes 

- 

- 

'0.23 J 

(0,23) 

- 


Net income 

$ 1.00 

$ 1.02 

$ 0.37 

S 0.37 

$ 0.48 

$ 0.48 

Calculation of common share equivalents: 

Options and warrants to purchase 
common shares 

29.4 

30.2 

28.0 

28.2 

29.1 

29.5 

Common shares assumed purchased with 
potential proceeds 

(7.5) 

(8.8) 

(7.8) 

(7.8) 

(6-5) 

(6.6) 

Common share equivalents 

21.9 

2E4 

20.2 

20.4 

22.6 

22.9 

Calculation of common shares assumed 
purchased with potential proceeds: 

Potential proceeds from exercise of 
options and warrants to purchase 
common shares 

$157.2 

$146.5 

$110.6 

Si 11.5 

$1 17.0 

$118.4 

Common stock price used under the 
treasury stock method 

$21.25 

$16.60 

$14.26 

$ 14.26 

$18.00 

S 17.83 

Common shares assumed purchased 
with potential proceeds 

7.5 

8.8 

7.8 

7.8 

6.5 

6.6 


4 0 


































M a n a cement's Report 


‘['he accumpanying cuiisoli dated financial statements nl 
So leu-ay Inc. have been prepared m accordance with genet 
ally accepted ac'cminiing principles and necessarily include 
amounts dial are based iHi management's best esiimales 
and judgments. Management is responsible for ihe consis¬ 
tent, integrity, and presen Lai ion of the data in these state- 
men Is 1 inancial information elsewhere in this annual 
report is consistent with that in the tinanci.i statements. 

To fulfill its responsibilities, management maintains 
comprehensive systems of internal controls designed to 
provide reasonable assurance that assets are safeguarded 
and that transaction?, are both executed in accordance 
with management 1 * authorizations and reflected accu¬ 
rately in the ( nmparty's records. 1 he concept of reason 
able assurance is based upon a recognition that the cost nf 
the controls should not exceed the benefit derived. 
Management belie' :> that its controls are reinforced by 
careful selection and training ot qualified personnel, com¬ 
pile' li sive written policies and procedures, and by an 
e xte ns i vc p mg ram of i 11 Ler na I a n d i Is, 


fhe Audit Committee ot the Board of Directors is 
composed of outside di reef or* and oversees the fulfillment 
by manage] mm of Its res pun si bill ties over internal eon- 
t is i Is and -he prepar.i’ion offiiMmi.il t a f f merits, Internal 
and external auditors have direct access 1o the Board nf 
Directors without the presence of management thr ough 
regular meetings with the Committee to review audit 
plans and audit results. 

The Company has engaged Deloitte & Touche, inde¬ 
pendent auditors, to conduct an audit ot the Company's 
financial statements in accordance with generally accepted 
auditing standards. The report of Deloitte <k Touche is 
presented below. 

4 X-/ 

Sic van A. Hurd 
1 J resilient ternd 
Chief Executive (Officer 


j c . N, 


(Lilian C. Day 

Executive Vice Presiderii ami 
Chief Fin&ndal Officer 


Independent Auditors' Report 


Tht Board of I Hreaors and Stockholders of Safeway Inc: 

We have audited the accompanying consolidated balance 
sheets of Safeway Inc. and subsidiaries as of January f 
1994 and January 2, 1993, and the related consolidated 
statements of income, stockholders’ equity and cash flows 
for each of the three fiscal years in the period ended 
January 1, 1994. Our audits also included the consolidated 
financial statement schedules appearing on pages 37 
through 40. These financial statements and financial state¬ 
ment schedules are the responsibility of the Company’s 
management. Our responsibility is to express an opinion 
on these financial statements and financial statement 
schedules based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform the audit to obtain reasonable assur¬ 
ance .ihout whether the financial statement:, are free of 
material misstatement. An audit includes examining, on a 
lest basis, evidence support ing ihc amounts and disci. ■ 
sure-' in trie financial statements. An audit also includes 
assessing the accounting principles used and significant 
i -fin:,in * made nv management, $$ well as evaluating the 
overall financial ssatement presentation. We believe that 
our audits pmv'dc a reasonable basis tor mu opinion. 


In our opinion, such consolidated financial statements 
present fairly, in all material respects, the financial posi 
lion of Safeway Inc. and subsidiaries at January 1, 1994 
and January 2, 1993, and the results of their operations 
and their cash flows for each of the three fiscal years in the 
period ended January 1, 1994 in conformity with generally 
accepted accounting principles. Also, in our opinion, such 
consolidated financial statement schedules, when consid¬ 
ered in relation to the basic consolidated financial state¬ 
ments taken as a whole, present fairly in all material 
respects the information shown therein. 

As discussed in Note A to the consolidated financial 
statements, during the fiscal year ended January 2, 1993, 
the Company changed its methods of accounting for 
postretirement and postern ploy ment benefits, and an 
unconsolidated equity method affiliate of the Company 
changed its methods of accounting tor post retirement 
benefits and income taxes. 


Oakland, California 
February 21, \994 
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Directors and Officers 

Directors 

Steven A. Hurd 
President and 
('h kf Execu tive Qffi u p 
Safeway Inc. 

Sain Ginn 
Chairman and 
Ch ief Execu ti ve Qfficer 
PacTel Corporation 

James [ L Greene, Jr. 

General Partner 

Kohlberg Kravis Roberts & Co. 

Paul 1 laze n 
President and 
Chief Operating O fficer 
Wells Fargo & Co. 

Wells Fargo Bank N.A. 

Henry R. Kravis 
General Partner 
Kohlberg Kravis Roberts eS Co. 

Robert L Mac Donnell 

General Partner 

Kohlherg Kravis Roberts & Co. 

Peter A. M ago wan 
Chairman of the Board 
Safeway Inc. 

George R. Roberts 

General Partner 

Kohlberg Kravis Roberts & Co. 

Michael T. Tokarz 

General Partner 

Kohlberg Kravis Roberts & Co. 


Executive Officers 

Steven A. Byrd 
President and 
Chid FxecitliVi 1 ffficer 

Kenneth W. Oder 
Executive Vice President 
Labor Relations, Human Resource^ 
Law and Public Affairs 

Julian C Day 

Execu 1 1 ve Vice Presiden t 

Ch ief Financia l Officer 

E- Richard Jones 
Execu ti ve Vi ce Pres ide tit 
Supply Operations 

F. J. Dale 

Group Vice President 
Finance 

Larree M Ren da 
Senior Vice President 
Co rpo ra te Retail Ope rati o ns 

Michael G. Ross 

Senior Vice President 

Secreta ry and Gen era / Counsel 


Wilber L Sch inner 
Senior V k e President 
Directo r of Ma rkethig 

Donald Eh Wright 
Senior Vice President 
Real Estate and Engineering 

George D. Marshall 
Vice President 
Labor Relations 

Richard A. Wilson 
Vice President 
Tax 



Other Officers 


Vice Presidents - Service 


Other Officers: 


Senior Vice Presidents - Retail 

|nlin A. tamales 
Norther* r (' alifornia 
i 1 ^vision Manager 

Robert A. Die ns 
Seattle Division Manager 

lames Donald 
E a stern l) ivis ion Ma nage r 

Thomas C Keller 
Portland Division Manager 

lohn A. King 
l )e n ver l)i vis i o n Man age r 

David Cn. Weed 
Phoenix Division Manager 

Lvn C. (Jordon 
Northern California Division 
Ch ief A dmin is trati ve and 
Financial Officer 

Senior Vice President - 
Service 

David J. Domeier 

Vice Presidents - Retail 

Frank H. Burger 
Bruce Eve ret te 
Wayne G. Fern 
Wayne Fox worthy 
Steven R, Frushy 
Robert bL Henry 
Dana Linden 
Thomas A. Mossey 
Michael P. Racine 
J. Gary Rhymes 
Lyle A. Waterman 
Frank Yanak 

Vice Presidents - Supply 

Stephen A. Armstrong 
Thomas M. Click 
Mary P. Shepard 
Stuart P. 'Travis 


leffrey D. Abler* 

Victoi Bagliu 
Richard WE Boyd 
Michael J. Boykin 
Thomas J, Conway 
Dio mas J. DeMott 
Dennis J. Dunne 
Melita B. Elmore 
Richard J. Gorthy 
Raymond P. Klocke 
William L. Morgan 
Harvey K. Naito 
Ronald K. Parmelee 
Diane Peck 
Melissa C. Plaisance 
Donald B. Shaw 
John M- Shepherd 
Gary D. Smith 
David R. Weierman 
James FL Whitticom 

Foreign Subsidiary 
Operations 

Canada Safeway Limited 
Directors: 

John K. fope 
President and 
Chief Operating Officer 

Garnet Berg 

Senior Vice President 

Va nco u ver Division Manager 

Grant Hansen 
Senior Vice President 
Winnipeg Division Manager 

Norman J. Leaf 
Senior Vice President 
Alberta Division Manager 

Gerald A. Geoffrey 
Vice President 
Chief Financial Officer 

Douglas J. Adams 
Secretary 


Senior Vice President 

Martin R. Cox 

Vice Presidents - Retail 

Richard D reiling 
Kenneth Koskoski 
John Mitchell 
Daniel Skelly 
Walter Urichuk 

Vice Presidents - Service 

Earl R. Brown 
Gordv K, Gannady 
Donald M. Monk 
James A. Waters 

Lucerne Foods Limited 
(Canada) 

John K. Jope 
President 

Equity Affiliates 

The Vons Companies, Inc. 

Roger EL Stangeland 
Chairman and Chief 
Executive Officer 

Casa Ley, S.A. (Mexico) 

Juan Manuel key Lopez 
Director General 
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Investor Inform at ion 


Executive Offices 

Mailing Address: 

Safeway Inc. 

Oakland, California 94660 
510-89i-3000 

Stock and Warrant Transfer 
Agent and Registrar 

Bank of Boston 
Mail Stop: 45-02-09 
P.O. Box 644 

Boston, Massachusetts 02102-0644 
617-575-2900 

Form i O-K 

A copy of Safeway's 1993 Form 10-K 
filed with the Securities and 
Exchange Commission may be 
obtained by writing to the investor 
Relations and Public Affairs 
Department at our executive offices, 
or by calling 510-891-3790 

Independent Auditors 

Deloitte & Touche 
Oakland, California 

Annual Meeting 

The 1994 Annual Meeting of 
Stockholders will be held on May 10, 
1994. A notice of the meeting, 
together with a proxy statement and 
a form of proxy, were mailed to 
stockholders with this annual report. 

Stock Exchange Listing 

The company's common stock, war¬ 
rants and certain debentures and 
notes are listed on the New York 
Stock Exchange. The common 
stock and warrants trade under the 
symbols SWY and SWY/WS, respoc 
lively. 


Investor Inquiries 

Communications regarding investor 
records , indu ding c ha nges of address 
or ownership and exchanges of com 
mon stock and warrants, should be 
directed to the company's transfer 
agent, Bank of Boston, at the address 
listed on the left. To inquire by 
phone, call 1-800-442-200E 

Investors, security analysts and 
members of the media should direct 
their financial inquiries to Melissa C. 
Plaisance, Vice President, Investor 
Relations and Public Affairs, at our 
executive offices. 

To request financial reports, 
please write to the Investor Relations 
and Public Affairs Department or 
call 510-891 3790. 

Trustees and Paying Agents 

9.30% Senior Secured 
Debentures: 

Trustee and Paying Agent 
The First National Bank of Chicago 
One First National Plaza 
Chicago, IL 60670 
312-407-1761 

9.35% Senior Subordinated 
Notes: 

Trustee and Paying Agent 
Harris Trust and Savings Bank 
P.O. Box 755 
Chicago, IL 60690 
312-461-2908 

9.65% Senior Subordinated 
Debentures: 

Trustee and Paying Agent 
The Bank of New York 
Investor Relations Department 
Church Street Station 
P.O. Box 11258 
New York, NY 10286 
1-800-524-4458 


9.875% Senior Subordinated 
Debentures: 

Trust it ’ a tu! Pay i j ig A gei t t 
Harris Trust and Savings Bank 
P.O. Box . 55 
Chicago, IL 60690 
312-461 2908 

10.0% Senior Subordinated 
Notes: 

Trustee and Paying Agent 
The Bank of New York 
Investor Relations Department 
Church Street Station 
P.O. Box 11258 
New York, NY 10286 
1-800-524-4458 

10.0% Senior Notes: 

Trustee 

The Chase Manhattan Bank 
Corporate Trust Administration 
4 Chase MelroTech Center 
Brooklyn, NY 11245 

Paying Agent 
Bankers Trust Company 
4 Albany Street 
New York, NY 10006 
212-250-6516 


Pc^gri: Urnnm & H'mcim. lnc_ Sin FranoiEQ. 


5 




Safeway Inc. 


Oakland, California 94660 



